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dependable indication of the trustworthiness of 
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The Preparation of 
WILLS AND TRUSTS 


¢ SECOND EDITION e¢ 
By 
DANIEL S. REMSEN 


R. H. BURTON-SMITH GERARD T. REMSEN 
of the New York Bar 


A Work of Preventive Jurisprudence 
designed to cause 
Wills and Trusts to be Rightly Written 
and so 
Avoid Litigation — Provide Adequate Administration 
Preserve Estates — Protect Beneficiaries 


Defend and Fulfil the Plans of the Maker 


CONTENTS 

Part I. A review of the substantive law of wills and trusts. 

Part II. A thorough analysis of the craftsmanship of building safe and 
sound dispositive and administrative clauses for Wills, Testa- 
mentary Trusts, Living Trusts, Charitable Trusts and Insurance 
Trusts (unfunded, funded and business). 

Part III. Plans and extracts from masterpieces of testamentary and 
living trusts. 

In one large volume. Over 1300 pages. Price $20.00 net. 


NOTE—The First Edition (1907) has been in constant 
demand and generously commended for its usefulness. 
A new and enlarged edition is now presented. 


TRUST COMPANIES Magazine, Book Department 
Two Rector Street, New York 


Gentlemen: Enclosed please find $20.00 (check or money order), for which kindly send me 
copy of the new edition on “THE PREPARATION OF WILLS AND Trusts,” by Daniel S. Remsen. 


Make check or draft payabie to TRUST COMPANIES Publishing Association, 
Two Rector Street, New York 
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A NEW DEAL 


ELECTORAL MANDATE AND DEMOCRATIC RESPONSIBILITIES 


“The genius of America is stronger than 
any candidate or any party.” 


IHHESE words, uttered by Presi- 
dent-elect Franklin D. Roosevelt 

! on the very eve of the Democratic 
landslide, convey a sense of poise 

and proportion which impart assurance to 
all citizens and to business. Vanished like 
bad dreams are the scarecrows and appre- 
hensions invoked by bitter partisanship, 
by mischievous controversy and appeals 
to emotions of fear. Feelings of triumph 
or disappointment over the decisive ver- 
dict at the polls are now softened by that 
kinship which has always united the 
American people in the presence of great 
issues, trial or crisis. This finds renewed 
expression in the gracious exchange of 
conciliatory messages and the conference 
on war debt at the White House between 
President Hoover and the President-elect. 
It is not difficult to ascribe the reasons 
for the tremendous Democratic victory. 
Restiveness under the lash of persistent 
depression, unemployment and mass- 
psychology which cries for change, to- 
gether with ‘‘wet’’ sentiment were the 
motivating factors. it is not so easy, 
however, to look ahead and descry any 
assurance that the Democratic formulas 
for a ‘‘new deal’ will speed a pathway 
through the maze of domestic, foreign, 
and economic entanglements which the 
Roosevelt administration is bound to 


inherit. Common sense and experience 
agree only too clearly that the major prob- 
lem of restoring normal processes in busi- 
ness, industry, trade and finance are of a 
nature that will not yield primarily to 
political creeds or control of government. 
Like every big job it is one thing to make 
promises and quite a horse of another 
color, to perform. 

Scanning the political history of this 
country the fact is brought home that the 
election of a new president and change 
in party control, has always imposed upon 
the incoming powers a solemn and 
chastening sense of responsibility. There 
is no reason to believe, despite the strident 
noises of the recent campaign, that the 
change from Republican to Democratic 
command of the Federal Government and 
Congress will be any exception. On the 
contrary, it is conceivable that the chang- 
ing of horses in midstream will be accom- 
plished without mishap or violence. 


It is important to recognize that 
Democratic success does not threaten 
this country with any radical, hair- 
brained or adventurous change in policy. 
Stripped of all lurid partisan vestments 
and in the sobering light of the ‘“‘morning 
after’ it is remarkable to discover how 
little difference there really is in the pro- 
fessed principles, pledges and ‘‘cure-alls” 
of both the Republican and Democratic 
platforms. The same remarkable dis- 
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covery can be made in comparing the 
doctrines expounded by President Hoover 
and his successful rival during the cam- 
paign, especially when we sweep aside 
hectic attack on integrity and motives. 

After all, the decent judgment of Ameri- 
can people freely acknowledges that 
President Hoover and Governor Roose- 
velt are both men of high honor, un- 
blemished in character or motives, 
prompted by love of country and solemn 
sense of responsibility, to dedicate the 
very best that is in them to the service 
of their countrymen. History will most 
likely repeat itself in posthumous recog- 
nition and tribute to Herbert Hoover for 
the great services he has rendered to the 
nation. 

The plain duty of all Americans now is 
to forget politics and press forward in 
greater unity, with deeper faith and calm 
judgment toward the path of recovery and 
the relief of distress. The American people, 
as a whole, are not lacking in that fine 
quality of patriotism which grants whole- 
hearted assurance of loyalty, cooperation 
and good will toward the President-elect. 

oo 


CHALLENGE TO DEMOCRATIC 
PARTY AND LEADERSHIP 


EGITIMATE business and enter- 
prise have nothing to fear from the 

coming Democratic administration 
unless the latter should deliberately com- 
mit political suicide by ignoring the popu- 
lar mandate and departing from safe con- 
stitutional as well as economic moorings. 
Of that there appears little likelihood if 
reliance may be placed upon the character 
of Democratic leadership and the moder- 
ate tone of the platform. 


President-elect Roosevelt betrays none 
of the earmarks of a visionary or radical. 
He has demonstrated unusual executive 
poise, sense of justice and deep human 
sympathies. Particularly to be empha- 
sized is that the Democratic party is not 
dominated by radical elements in its fold. 
In spite of avowal of liberalism, it has 
acquired habiliments of conservatism in 
offering solutions for major issues of gov- 
ernment and economic adjustments. 
These differ only in veneer from policies 
bearing the Republican label. 

On the surface there may appear con- 
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flict between the two parties as to causes 
and cure for depression, unemployment 
and other urgent problems. The import- 
ant thing is, however, that the change 
involves no commitment of a punitive or 
revolutionary nature. There may be some 
brandishing of the “big stick.” Well 
directed, this can do no harm. But there 
is nothing in the Democratic agenda that 
calls for arbitrary interference with the 
proper functioning of so-called capitalism. 
There is promised respect for property 
rights and individual initiative. There is 
assurance that the new administration 
will strive to preserve sound monetary 
and currency, protect the gold standard 
and seek to steer a steady course toward 
business recovery. 


The best hope that attaches to con- 
structive Democratic policies, with pros- 
perity lying uphill rather than around the 
corner, is the reasonable prospect that 
President-elect Roosevelt will avail him- 
self of the counsel or in the making up of 
his official family, of such leadership as 
typified by Owen D. Young, Newton D. 
Baker, Al Smith, Bernard Baruch, Melvin 
A. Traylor, Evans Woollen, Norman H. 
Davis, Raskob, Ritchie and other men of 
experience and sound judgment. It would 
not be surprising, in view of delicate and 
far-reaching problems, for the President- 
elect to invite the cooperation of the best 
minds of the nation regardless of party. 
This has been the keynote of President 
Hoover’s reconstruction program. In 
that connection it may be recalled that 
Governor Roosevelt has indicated his 
approval of the work of the Reconstruc- 
tion Finance Corporation. 


Broad avenues of wonderful oppor- 
tunity lie ahead for the Roosevelt admin- 
istration. Most inviting but elusive is to 
find the answer to the problem of adjust- 
ment of distribution and consumption to 
production; recapture of foreign markets; 
effecting government economies, more 
equitable taxation, balancing the Federal 
budget; cutting the Gordian knot of war 
debt payments; furthering the cause of 
world peace through disarmament and 
finally but not least, erecting new safe- 
guards against the recurrence of false 
prosperity or speculative debauch of cur- 
rency, credit and banking systems. 
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DRIVE AGAINST DUAL AND UNIT 
BANKING SYSTEMS 


ILL Congress, at the coming short 
session, succeed in validating 

branch banking upon such sweep- 
ing lines as to compel all commercial 
banks to seek refuge under the aegis of 
federal control and thus sound the death- 
knell of unit banking and of the dual 
banking system? That is the question 
now uppermost in the minds of bankers, 
whether conducting large or small, metro- 
politan or rural banks. Unquestionably 
the Democratic victory paves the way 
for crystallizing proposals and for more 
concerted action. It may be that the 
Democratic leaders will prefer to defer 
the matter until the party comes into 
undisputed power. Moreover, the out- 
look at the “lame duck” session is con- 
fused because of the pressing importance 
acquired by the war debt problem, appro- 
priation bills and the urgency of again 
meeting large deficits in the federal bud- 
get, not to mention attempts to antici- 
pate repeal of the Prohibition Amend- 
ment. 

There can be no doubt that the pro- 
paganda for federalization of banking and 
broader authority to national banks to 
conduct branches, is becoming more for- 
midable. This is indicated by post- 
election developments at Washington. 
Particularly important is the report that 
the members of the Federal Reserve 
Board, governors and chairmen of the 
respective Federal Reserve banks, at a 
recent meeting in Washington agreed 
upon and approved a branch as well as 
unified banking program; based upon a 
report prepared by Federal Reserve ex- 
perts. It is interesting also to note that 
while the earlier proposals for branch 
banking expansion favored state-wide 
operation and respecting state laws on 
the subject, following by former Comp- 
troller Pole’s recommendation for na- 
tional bank branches within “‘trade areas” 
and without regard for state laws or 
state lines, the latest proposals assume 
still wider scope. According to Wash- 
ing reports the Federal Reserve Board 
and the office of the Comptroller of the 
Currency are now prepared to go so 
far as to recommend to Congress that 
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national banks be allowed to conduct 
branches within Federal Reserve dis- 
tricts and not confined, as proposed in 
the pending Glass bill, to state-wide 
branches and to within fifty miles across 
state boundaries, subject to special per- 
mission. 

Although the cause of branch bank 
expansion and unified federal control 
has support from influential sources, 
any attempt by Congress at the coming or 
future sessions to give effect to such pro- 
posals is bound to encounter bitter and 
organized resistance. Numerically, the 
bankers of the United States are strongly 
opposed to any legislation which is de- 
signed to cripple or ultimately abolish 
unit banks. There is even more deter- 
mined resistance to any effort to do away 
with the dual banking system and create 
a system of centralized federal control 
and political domination. 


Whatever the 


prevailing sentiment 


among bankers may be, it is clear that 
they must be prepared for legislation. 
The important thing for bankers to con- 
sider is that of mobilizing the best judg- 


ment to guide legislation along construc- 
tive lines. The modified Glass bill has 
the right of way in the Senate. Popular 
feeling in many communities and par- 
ticularly among tens of thousands of de- 
positors of failed or suspended banks, is 
apt to be ruthless in demanding that 
Congress do something to make banks 
safe and prevent recurrence of lamentable 
experiences such as witnessed in the past 
three years. 

Bankers must also take cognizance of 
the expressed pledge of the Democratic 
party and its standard bearers to divorce 
commercial banking from investment 
banking by segregation of security affili- 
ates. Other pledges relate to control over 
loans on securities by member banks to 
prevent diversion of Federal Reserve 
funds into speculative channels; power to 
remove officers or directors who persist 
in violating the law or ignoring warnings; 
segregation of savings deposits and in- 
creased reserve ratios on time and savings 
deposits; creation of a Federal Liquida- 
tion Corporation to take over assets of 
failed national or member banks for speed- 
ier liquidation and aid to depositors. 
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WAR DEBT REVISION AND 
ARMAMENTS 


RESENTATION of practically iden- 
IP| tical notes by Great Britain, France, 

Belgium, Poland and Czechoslo- 
vakia, asking the United States to suspend 
war debt installment payments of $122,- 
000,000 due on December 15, and pending 
negotiations for new settlements, must be 
regarded as exceedingly ill-timed. Rejec- 
tion of the plea by President Hoover, fol- 
lowing the White House conference with 
President-elect Roosevelt, might have 
been foreseen by European diplomats. 
The request was untenable for various 
reasons. It was linked up with German 
reparations despite the insistent refusal of 
this government to recognize any such 
association. The appeal for suspension 
moreover, does not permit of time for 
deliberate action between the reassembl- 
ing of Congress and maturity date of 
December payments. It placed the 
Hoover administration in the delicate 
position of being called upon to make 
decisions on a major problem that might 
seriously embarrass the incoming Roose- 


velt administration. Finally, the attempt 
of the debtor nations to bring combined 
pressure and what seemed coercion, re- 
awakened suspicion that back of it lies 
a united move for cancellation. 


Now that the war debtors have been 
advised that they must pay the December 
15 installments or declare themselves in 
default, the question remains as to what 
Congress will do during the short session. 
President Hoover approves the re-creation 
of the War Debt Funding Commission to 
deal with debtor nations individually and 
broaden the discussion to take in the fields 
of economic recovery and disarmament. 
This recommendation acquires impor- 
tance in view of the world economic con- 
ference due to be held in London next 
April after Roosevelt’s inauguration. 

President-elect Roosevelt disagrees with 
Hoover in taking the position that exist- 
ing channels of diplomatic intercourse 
afford sufficient means of contact to dis- 
cuss indebtedness. This leaves the final 
decision up to Congress as to opening new 
settlement negotiations through consti- 
tuted channels. Meanwhile, the over- 
whelming sentiment in Congress is op- 
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posed to any overtures for cancellation. 
Such proposal to shift war debts to the 
shoulders of American taxpayers is hardly 
palatable at this time with the prospect of 
still heavier tax burdens to meet threaten- 
ing Treasury deficits, already amounting 
to $629,000,000 for the first four months 
of the current fiscal year. It isimportant 
to note that both the President and the 
President-elect insist that debtor nation 
relations shall be considered individually 
and in no sense be connected with the 
condoning of German reparations. 


The United States could well afford to 
be lenient with war debts providing that 
genuine assurances are forthcoming from 
European powers in the matter of arma- 
ment reduction proposals, adherence to 
treaties to outlaw war and other con- 
structive steps toward enduring peace. 
Such assurances are not yet forthcoming. 
Naval and military competition and costs 
are greater than before the World War. 
Selfish nationalism and design are more 
intensive on the continent of Europe than 
ever, with France busily engaged in creat- 
ing a hegemony of armed forces. 

In all fairness the United States should 
recognize the stronger claim of Great 
Britain for modification of its debt obliga- 
tions. That country has acted with high 
honor and courage in acknowledging and 
paying its debts to this country. It de- 
serves preferred treatment because of its 
grave domestic problems and the common 
international interest in maintaining the 
gold standard. The wisdom of dealing 
individually with debtor nations is further 
evidenced by their varying status as to 
capacity to pay. France has made pay- 
ments since funding of only $200,000,000 
as compared to $1,351,720,000 by Great 
Britain, yet France is today prosperous in 
comparison to other nations and is in 
position to pay. The same may be said 
of Belgium, Poland and Czechoslovakia. 
As to their pleas to postpone December 
15 installments, it is sufficient answer to 
say that these requirements represent but 
a small fraction of their respective arma- 
ment costs. Another fact not generally 
appreciated is that business recession has 
been relatively greater in the United 
States than in any of the three leading 
countries of Europe. 
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HIGH TRIBUTES TO TRUST 
ADMINISTRATION 


PPOINTMENT of the New York 
Trust Company as executor and 
trustee under the will of the late 
Darwin P. Kingsley, chairman of the 
Board of the New York Life Insurance 
Company, may be regarded as another 
outstanding tribute to corporate fiduciary 
management. This selection of a trust 
company in association with the widow 
of the testator, acquires unusual signifi- 
cance as an expression of faith toward 
trust company management on the part 
of one who has been eminently associated 
for many years with one of the world’s 
largest life insurance companies and from 
whom exceptional discernment and judg- 
ment might be expected in the selection 
of executors and trustees. This appoint- 
ment is also of interest because life insur- 
ance companies and trust companies have 
been drawing nearer to each other in 
recent years in co-ordinating their services 
in behalf of estate planning and preser- 
vation, largely through the agencies of 
life insurance trusts. 
Mr. 


Kingsley had served for many 
years as a trustee of the New York Trust 
Company and consequently had oppor- 
tunity to familiarize himself at close range 
with the qualities of protection, fidelity 
of performance and other attributes that 
belong to responsible and seasoned trust 


company management. His will, drawn 
in 1924, disposes of an estate of unesti- 
mated value, with life interest in the 
residuary estate to the widow, and upon 
her death, authorizing creation of trust 
funds from the residuary estate for the 
benefit of five children. An interesting 
provision is that relating to the deter- 
mination of the share to be held in trust 
for each child, which is to be equalized 
by charging the amount of trust funds 
previously created in favor of four of the 
children, and any gifts of securities made 
during his lifetime, in order that each 
child, and the issue of any deceased child, 
per stirpes, shall share equally from his 
benefactions. The amount of insurance 
premiums paid on the lives of each shall 
likewise be charged against their respec- 
tive shares. The New York Trust Com- 
pany and Mrs. Kingsley as executors and 
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trustees are authorized to hold or sell 
securities of the estate and reinvest “in 
the exercise of a sound discretion, and to 
invest any capital increase of the trust 
estate as to them seems best, without 
any responsibility attaching to them for 
so doing.” 

The appointment of the New York 
Trust Company in the will of Darwin 
Kingsley follows closely upon advice of 
the naming of the Chase National Bank 
of New York as executor and trustee in 
the will of the late Forrest F. Dryden, 
son of the founder of the Prudential In- 
surance Company of Newark. By the 
terms of the Dryden will a number of 
trusts are created from the residuary 
estate for the protection of beneficiaries. 
That both the founder of the Prudential 
Life and his son, whose lives were spent 
in handling millions of insurance funds 
and investments, chose such method of 
conveying their property to heirs, must 
also be interpreted as an outstanding 
tribute to trust service. 


oo? 


NATIONAL BANK DEPOSITS ON 
UPGRADE 


FTER a period of heavy decline the 
deposits of the national banks of 

the United States registered an in- 
crease of $221,000,000 during the third 
quarter of the current year with aggregate 
of $17,681,917,000 representing a con- 
tracting of $2,697,467,000 as compared 
with September, 1931. Resources total 
$22,565,995,000, a gain of $198,284,000 
since June, but a reduction of $3,180,- 
069,000. The number of national banks in 
operation has decreased in the last year 
from 6,658 to 6,085, mainly due to failures. 
Loans and discounts on September 30, 
last amounted to $9,919,662,000 a de- 
crease of $2,560,273,000 during the pre- 
vious twelve months. 

Investments in United States Govern- 
ment securities have increased during the 
past year $373,402,000 to total of $3,- 
662,669,000. Amounts due from corre- 
spondent banks and bankers of $3,489,- 
878,000, which included lawful reserve 
with Federal Reserve banks of $1,381,- 
065,000, showed an increase in the three 
months’ period since June 30, of $383,- 
149,000. 
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ROUTING THE RETREATING 
FORCES OF DEPRESSION 


HERE is cumulative evidence that 
depression is being routed from en- 
trenched positions. Now that the 

election is over and the Democratic party 
is to be entrusted with undivided respon- 
sibility for conducting the nation’s affairs, 
it is interesting to observe the immediate 
reactions in business, industrial and finan- 
cial circles. It is indeed a tribute to the 
good sense and faith of American business 
men and banking leadership that the 
results of the Presidential election, instead 
of occasioning uncertainty or indecision, 
furnish the cue for a new rallying cry to 
rouse and stimulate the recuperative 
agencies of the nation. 


The robust sentiment of confidence 
and the fact that the two major political 
parties are not far apart on the conserva- 
tive side of major issues, is expressed in 
the current review of The National City 
Bank of New York, which says: ‘The 
most notable aspect of the Presidential 
campaign is the endorsement by both 
candidates and party platforms of prin- 
ciples of economy and sound money. They 
are alike in recognizing the importance of 
balancing the budget, and there is no 
agitation of the money question among 
the leaders of chief influence within either 
party. 

“Tt is to be recognized that the influence 
of the depression has been towards con- 
servatism. Amid all the distress common 
sense has prevailed. Economic panaceas 
of unsound character have been offered in 
multitude, but they have found little foot- 
hold. Only one proposal in any degree 
threatening the soundness of the money 
has made even slight headway, and this, 
the bonus, passed but one house of Con- 
gress and if it should some time pass the 
other unquestionably would receive the 
Presidential veto.” 

A call to action and for united effort is 
sounded in an announcement published 
by the Guaranty Trust Company of New 
York, which reads: “‘The election is over. 
A new administration has been chosen, 
whose task will be to rally the forces of the 
nation to defeat depression and restore 
prosperity. Regardless of party or local- 
ity, it becomes the duty and the privilege 
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of every American citizen to add his effort 
to the forces of reconstruction. 

“The problems that face the country 
have been thoroughly discussed and a 
certain measure of improvement in con- 
ditions is already manifest. The time for 
words is past and the hour for action has 
arrived. Public officials, bankers and busi- 
ness men, employers and employees, all 
factors in the economic structure of the 
country, should now join together in a 
united effort to dispel the shadows that 
have hung over us and to restore normal 
conditions. Such achievement is within 
our reach if each of us does his part in 
public or private capacity.” 

Another invigorating call to renewed 
activity is that voiced by Robert O. Lord, 
president of the Guardian Detroit Union 
Group, Inc., in wiring to executive heads 
of twenty one banks and trust companies 
associated with this group, as follows: 
“The election is behind us. It is now for 
each and every one of us, no matter what 
our political party, to concentrate our 
activities toward rebuilding the structure 
of industry. The foundation is already 
laid and the worst is unquestionably be- 
hind us. The nation’s financial institu- 
tions, including banks, for many years 
have supplied the motive power for in- 
dustry, commerce and agriculture, and 
are now prepared to do their part in the 
rebuilding. Much has been done of a con- 
structive nature during the past year, and 
much more will be done in the coming 
months toward increasing employment 
through the strengthening of the indus- 
trial, agricultural, financial, business and 
social fabric of the nation. Economy in 
government, whether national, state or 


local, will help the situation.” 
ooo 


*““SHARE-THE-WORK”’ PLAN 


CTION of the leading member banks 
and trust companies of the New 

York Clearing House Association 
have set a good example for banks gen- 
erally in pledging themselves to observe 
the so-called ‘Share-the-Work” plan. 
This means distribution of work among 
more bank and trust company employees 
by reduction in hours and adjustment of 
wage of present staffs. The movement is 
taking hold generally among industrial, 
business and financial employers. 
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STATUS OF TRUST FUNDS IN 
INSOLVENT BANKS 


we LUTHOUGH trust liabilities or assets 
A appear in very few of the many 
——— bank failures recorded within the 
past few years, some new questions have 
arisen as to the legal status of trust funds 
held by insolvent banks. Some of these 
relate to trust funds as preferred credits 
where the statutes are not quite definite 
on the subject. Other questions relate 
to trustee or fiduciary succession. In the 
recent case of De Wind, decided by the 
Surrogates Court of Wayne County, New 
York, the rule was laid down that the 
relationship where bank is trustee is not 
that of debtor and creditor. 


This case involved the Arcadia Trust 
Company which was taken over by the 
State Superintendent of Banks. The 
Trust company had been acting as guar- 
dian for certain infants. A successor 
guardian was appointed. The superin- 
tendent of banks filed the account of the 
Arcadia Trust Company as guardian of 
the infants and the account showed a bal- 
ance of trust funds in the possession of 
the Superintendent of Banks as liquida- 
tor of the Arcadia Trust Company. 


The Superintendent of Banks refused 
to turn over these funds immediately to 
the new guardian on the grounds that pur- 
suant to Section 72-78 of the Banking 
Law, such funds must be held in the course 
of the liquidation to determine and fix 
priority of claims of the assets of the 
bank. The new guardian contended that 
these sections of the Banking Law did 
not apply because the trust deposit was 
different from the ordinary relation of 
debtor and creditor between the bank and 
its depositor and that the superintendent 
of banks should deliver immediately to 
the guardian the balance on deposit. 


Referring to numerous decisions, and 
particularly the recent cases, the Surro- 
gate pointed out that this was not a case 
where a third party acting as a trustee 
had made a deposit. It was a case in 
which the bank itself was acting as guar- 
dian. The bank, therefore, never had 
title to the funds and assets of the bank. 
No relationship of debtor and creditor 
could exist, and therefore the guardian 
was entitled to have the funds turned 
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over by the Superintendent of Banks 

without reference to the determination 

of fixed prior claims against the bank. 
ooo 


RECORD OF EQUIPMENT TRUST 
CERTIFICATES 


EXT to United States Government 
bonds perhaps the safest and most 

solvent form of investment is that 
based on railroad equipment trust certifi- 
cates. During the past fifty years approxi- 
mately four billion dollars in such equip- 
ment trust certificates have been sold to 
American investors. A tabulation of rail- 
road receiverships since 1886 and of the 
ultimate outcome of equipment trust 
issues, made by a Stock Exchange house, 
reveals that practically no losses were sus- 
tained by investments in such securities, 
notwithstanding the number of railroad 
receiverships. The period reviewed in- 
clude the depression years of 1897, 1902, 
1907 and up to 1930. With very few 


exceptions in the case of receiverships the 
holders of railway equipment trust issues 
were paid in full, whereas holders of other 
securities and liens were obliged to accept 


reduced and adjusted payments. 


~~ + 
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COMPETITION FROM POSTAL 
SAVINGS 


OUBTLESS reflecting public reac- 
1) tion in communities which have 

been visited with bank failures the 
postal savings systems has been able to 
register extraordinary increase in savings 
deposits. A new high record of $868,- 
047,747 was established on October 31. 
This is more than double the amount held 
in postal savings banks a year ago in 
September, 1931, when the total was 
$408,317,000. The monthly gains during 
the past twelve months have averaged 
over forty million dollars. 


Under provisions governing postal sav- 
ings funds such deposits are placed with 
Federal Reserve member banks, or if there 
is no such member bank, with a state 
bank or trust company qualifying as 
government depository. The postal sys- 
tem pays depositors 2 per cent while the 
depository banks pay the government 
two and a half per cent for postal funds 
deposited with them. 
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ABOLISHING INTEREST ON 
DEMAND DEPOSITS 


NE of the most prolific sources of 
@ unsound banking contributing to 

failures and impairment of earnings, 
has been the excessive or competitive pay- 
ment of interest on deposits. It is esti- 
mated that interest rates during 1931 
amounted to close to 38 per cent of gross 
earnings of all banks. With the earning 
capacity of banks sadly reduced by in- 
ability to employ idle funds in customary 
channels, with absence of demand for 
commercial credit or loan accommoda- 
tions, with low yield on investments and 
drain on surplus or reserve funds by 
reason of charge-offs, the problem as to 
interest on deposits has become most 
acute. 

It is not surprising that the recom- 
mendation to abolish interest on demand 
deposits falls upon more receptive ears 
among bankers. Such step was urged at 
the recent annual convention of the 
American Bankers Association where it 
was pointed out that when a commercial 
deposit is used as a business convenience, 
such service is all that the depositor should 
expect or be entitled to. Obviously this 
step cannot be taken unless through con- 
certed agreement, preferably through 
clearing house action in the larger cities. 
Here in New York with excess reserves, 
idle corporation and interior correspond- 
ent balances piling up in banks and trust 
companies, the present time is regarded 
as particularly opportune for the intro- 
duction of a policy of non-payment of 
interest on demand deposits which do not 
justify premium. 

o> & 
UNWORTHY ATTACK ON CON- 
SERVATIVE BANKING 


N a recent address before the New 
England Council, the chairman of 
the Reconstruction Finance Cor- 


poration, Atlee Pomerene, relieved him- 


self of the following utterance: “ Now, 
my hearers, and I measure my words, the 
bank that is 75 per cent liquid or more and 
refuses to make loans when proper security 
is offered, under present circumstances, 1s 
a parasite in the community and deserves 
the condemnation of every thinking man 
and woman.” 
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Coming from such a source and at a 
time when every instinct of common 
sense should prompt those in authority 
to foster public good will and faith toward 
banking institutions and policies, Mr. 
Pomerene can hardly be credited with a 
sense of fairness or of responsibility. He 
would have been nearer the truth in 
recognizing and commending banks for 
maintaining a high degree of liquidity 
and a zealous regard for the protection 
of depositors. It is precisely this policy 
which has saved the banking structure 
from more serious disaster. At the same 
time, Mr. Pomerene is wrong in assuming 
that when a bank statement shows a large 
proportion of liquid assets that it nec- 
essarily means selfishness or the rejection 
of loans based on acceptable security. 


?, o, i 
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REFRESHING FACTS TO DIGEST 


ECENT visitors to Europe assert 
Ri that nowhere have they encoun- 

tered such ‘depression complex”’ 
in the public mind as in the United 
States. Here are some facts that might 
serve as antidote. America’s mutual sav- 
ings bank deposits are $1,233,000,000 
higher than they were at the peak of the 
boom three years ago. Savings deposi- 
tors number 52,000,000, nearly two per 
family. 

Our total stock of gold is over $4,000,- 
000,000, while Great Britain, for example, 
has only $588,000,000. Currency in cir- 
culation aggregates $5,464,000,000 or 
$700,000,000 more than in the boom. 
Bank reserves are the greatest ever. 

Last year $16,500,000,000 worth of new 
life insurance was written. No fewer than 
25,800,000 automobiles are owned by 
Americans—almost one for every family. 
Over 3,750,000 domestic mechanical re- 
frigerators have been installed in Ameri- 
can homes and apartments costing over 
$2,000,000,000. America has more home 
owners in proportion to population than 
any other country. A recent survey of 
29 typical small towns showed that 71 per 
cent of inhabitants owned their homes of 
which 88 per cent are equipped with elec- 
tric lights and 77 per cent with baths, 
55 per cent with radios and 41 per cent 
with vacuum cleaners. 
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ANNUITY CONTRACTS SUBJECT 
TO TRANSFER TAX 


HE Minnesota Supreme Court held 
in a recent decision that an annuity 

contract negotiated by insurance 
companies constituted neither an insur- 
ance policy nor a trust and is therefore 
subject to state transfer or succession 
taxes. The decision is of special interest 
because insurance companies have re- 
cently offered annuity contracts whereby 
in consideration of a lump sum paid they 
guaranteed to the payor that such sum 
will earn no less than a certain per cent 
per year and agreed to pay him during 
life a specified annuity each year, and to 
refund to him the lump sum paid by him 
on notice, and to pay to appointed bene- 
ficiaries said sum upon his death. No 
future premiums are required. 

The insurance companies maintain that 
these contracts have all the features of 
the ordinary life insurance policies and 
hence are not subject to state transfer 
or succession taxes. And in the case 
hereafter discussed it was also suggested 
that these contracts have some of the 
characteristics of a trust, the settlor re- 
serving to himself the whole beneficial 
use thereof during life, to which use the 
beneficiaries succeed upon his death. 

The liability of these contracts to state 
transfer of succession taxation came before 
the Minnesota Supreme Court in the 
State ex. rel. Thornton et. al. vs. Probate 
Court of Ramsey County et. al., and was 
decided June 17th. Three insurance 
companies made such contracts with 
Joseph M. Thornton, who paid each 
company at the time $30,000. No future 
payments or premiums were required and 
no contract contemplated any segrega- 
tion of assets. Thornton was to receive 
$900 annually from one company, $1050 
from another, and $980 from the third, 
and was guaranteed 314 per cent earnings. 
It was argued that these contracts were 
like ordinary life insurance policies and 
not subject to tax, and also suggested, 
as above stated, that they had some of 
the characteristics of a trust, and were 
not taxable. 

The court held that it could not assent 
to these contentions; that the true effect 
and scope of these contracts were vastly 
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different from ordinary life insurance poli- 
cies and were then technically not insur- 
ance policies, and their provisions strongly 
suggested that the reason for their com- 
ing into existence was the desire to evade 
the expense of probating estates and the 
burden of the succession tax. The court 
also said that the analogy of a trust was 
not perfect. The decision was that the 
contracts were annuity contracts and 
could not escape the transfer Tax. 
oo 


CENTRAL ORGANIZATION FOR 
SAVINGS BANKS 


CENTRAL organization to legally 
rs¥ permit the mobilization of funds to 
, afford the highest measure of pro- 
tection for savings depositors, has been 
approved by the New York State Joint 
Legislative Committee. This action, 


based upon the unanimous agreement and 
proposal of the members of the New York 
mutual savings bank system, practically 
assures favorable legislative action at the 
coming session in Albany which will also 
give consideration to a number of other 
proposed amendments to strengthen the 


New York banking code and supervision. 

The proposed central bank for savings 
institutions in New York is drawn on 
lines somewhat similar to the Mutual 
Savings Central Fund which has been suc- 
cessfully functioning in Massachusetts 
since last April. The main difference is 
that membership in the Massachusetts 
central fund is compulsory while member- 
ship of mutual savings banks in the pro- 
posed New York organization is voluntary 
and with cordia! cooperation promised in 
advance by members of the Savings Banks 
Association of the State of New York to 
which credit is largely due for fostering 
this plan. Emphasis is laid on the fact 
that this is not an emergency measure, 
but a means of cementing the mutual in- 
terests of savings banks and which is likely 
to broaden its usefulness to foster im- 
proved investment, loaning and appraisal 
methods as well as other problems of man- 
agement to render savings institutions as 
impregnable as possible. While the plan 
is confined to mutual savings banks, it 
contains the germ of centralized coopera- 
tion which may well be adapted in broader 
phases of banking. 
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TRUST INVESTMENTS AND 
SECURITY AFFILIATES 


fa pi) RUST companies and banks, zealous 
iT of maintaining the good name and 
faith in trust administration, have 
mutual interest in disabusing the public 
mind of the erroneous and harmful im- 
pressions that acquire currency through 
public print or other channels. One of 
these is the unsubstantiated suspicion that 
trust companies or banks with investment 
affiliates are prone to yield to the tempta- 
tion to purchase either directly or through 
some intermediary, investments from 
such affiliates for trust accounts. It would 
seem sufficient to state that it is not only 
illegal for a trust company as trustee to 
purchase investments from itself or from 
its subsidiary, but that the element of self- 
preservation and sense of responsibility 
would serve as effectual deterrents. Dis- 
cussing this matter in a recent address, 
Francis H. Sisson, vice-president of the 
Guaranty Trust Company of New York, 
and newly elected president of the 
American Bankers Association, said: 
“It may be opportune to refer to an- 
other fallacy of considerable importance 
because of its seemingly widespread ac- 
ceptance by those not familiar with the 
facts. I have in mind the belief that com- 
mercial banks with trust departments 
utilize their security affiliates for trans- 
actions in securities in the trusts for which 
those banks are responsible. The trust 
company that I have the honor to repre- 
sent, in common with many of the leading 
banks and trust companies in the country 
that do a trust business, has an invest- 
ment affiliate. But, under no circum- 
stances does the company purchase securi- 
ties for its trusts from its investment 
affiliate or itself; nor does it ever purchase 
from any source whatever any securities 
in which it or its investment affiliate has 
an underwriting interest. In the entire 
history of the operations of the company 
it has never deviated from that policy. 
It would be clearly illegal for the com- 
pany as trustee to purchase from itself, 
either directly or indirectly, securities for 
a trust that it administers. Only with 
specific authority of the maker of the trust 
could this be done, and under the policy 
of my company any trust embodying such 
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authority would be declined. Therefore, 
no one should be misled by the implica- 
tion that a trust company, because it has 
an investment affiliate, will be prejudiced 
in its own favor in selecting trust invest- 
ments.” 

oo? 


ESTATE TAX DECISION OF 
INTERNATIONAL IMPORTANCE 


HE recent decision of the United 
State Circuit Court of Appeals, 
Second District, in the case of 
Brooks vs. Commissioner of Internal Reve- 
nue, is of such international importance 
that it should be noted by trust officers, 
trustees, executors and attorneys. Briefly, 
the facts are as follows: Brooks, a British 
subject, lived in Cuba. He transacted no 
business in the United States, but he left 
here in the custody of his son or a brok- 
erage house in New York bonds of foreign 
corporations; bonds of foreign govern- 
ments, bonds of domestic corporations, 
bonds of domestic municipalities and 
stock in foreign corporations. He also 
had a balance in his checking account in 
the Fifth Avenue Bank of New York 
and in the brokerage house. 

Upon the death of Brooks, the Commis- 
sioner of Internal Revenue assessed an 
estate tax against all of this property, 
excepting the bank accounts, claiming 
that he was required to assess a tax 
against all of the securities by the provi- 
sions of Section 302, of the Revenue Act 
of 1924. This section provides in sub- 
stance that the value of the gross estate 
shall be determined by including the value 
at the time of the death of all property, 
real or personal, tangible or intangible, 
wherever situated. 


In an able opinion, Judge Chase re- 
views the authorities, discusses the mean- 
ing of Section 303; its purposes, its limi- 
tations, and its exceptions, and concludes 
that it was not intended to apply to intan- 
gible property of an alien decedent who 
neither lived in this country or transacted 
business here. Therefore, there is no Fed- 
eral Estate tax on the securities and the 
bank accounts kept by Brooks in the 
United States. Had he also owned stock 
in a domestic corporation, this stock 


would have been subject to the tax. 
ooo 
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REVISING THE STRUCTURE OF AMERICAN BANKING 


PROPOSED REMEDIES CENTER UPON GREATER UNIFICATION AND 
EXTENSION OF BRANCH BANKING 


PIERRE JAY 


Chairman of the Fiduciary Trust Company of New York City and Former Chairman 
of the Federal Reserve Bank of New York 


(Epitror’s Nore: Since it appears reasonably certain that attempt will be made at the 
coming short session of Congress to pass measures authorizing national banks to conduct 
branch banking within socalled ‘“‘trade areas,”’ the views of Mr. Pierre Jay should be of 
unusual interest because of his distinguished services in banking supervisory and Federal 


Reserve fields. 


While indicating in his discussion before the Academy of Political Science, 


that the signs point strongly toward growth of branch banking and a more unified banking 
system, Mr. Jay urges that changes in the banking structure should be approached primarily 
from the standpoint of safety of deposits rather than from the standpoint of amount of credit 
to be extended locally.) 


HE present banking structure of the 

United States is the development of 

about a century of “free banking” as 
it was called in the 1830’s, under which al- 
most any reputable group has been able to 
obtain a banking charter. The structure, in 
its barest outlines, is as follows: There are 
about 18,750 banks which do business with 
the public. These consist (1) of national 
banks, (2) of state banks and trust com- 
panies, and (3) of mutual savings banks and 
private banks. With the last two, we are 
not greatly concerned. For mutual savings 
banks, with perhaps a dozen exceptions, ex- 
ist only in the territory from Pittsburgh east 
and from Baltimore north; while private 
banks, except for a few in the great cities, 
are a fast disappearing element in our bank- 
ing structure. 

All these banks started as local unit banks. 
But some now maintain branches; city wide, 
county wide, or state wide. A few even have 
branches in foreign countries. Moreover, in 
states where branches are not permitted, 
many unit banks have associated themselves 
together as “groups” or “chains,” under cen- 
tral managements. 

Viewed externally, then, the banking struc- 
ture consists principally of independent local 
units; but with a strong tendency toward 
branch banking, greatly accelerated during 
the past decade, and held in check only by 
legal or administrative restrictions. Viewed 
internally, all the banks, whether unit or 
branch, exercise some or all of these four 


principal functions —commercial banking, 
savings banking, fiduciary work and security 
distribution. The time limitations on this 
paper permit of no discussion of functions. 

Over every individual bank stands a super- 
visor, national or state, to endeavor to en- 
force the law and correct abuses. Back of 
the entire structure stands the Federal Re- 
serve System, a cooperative organization of 
the member banks, to provide currency and 
a means of rediscounting paper; and author- 
ized to exercise certain rights of supervision 
over its members. 

Bank Failures and Causes 

Under this structure, the number of banks 
has grown and multiplied with the develop- 
ment of the country. Yet no year has been 
without its bank failures, and in every period 
of depression the failures have increased. In 
the last eleven years, 1921-1931, the failures 
have been so many and the losses so heavy 
as to challenge the soundness of a banking 
structure composed principally of local unit 
banks. To resort for a moment to figures, 
the number of unit banks in 1920, when they 
reached their peak, was over 28,500. Between 
then and now, over 10,000—or more than 
one-third—have failed. These failures are 
estimated to have involved about $5,000,000,- 
000 of deposits, with actual losses of $1,500,- 
000,000 to depositors and $1,000,000,000 to 
stockholders. The effect of such widespread 
failures on the accumulation of savings, on 
local credits, on security markets and on con- 
fidence in general, has been devastating. It 
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was primarily to check these bank failures 
that we had to create the Reconstruction Fi- 
nance Corporation. 

From the best information obtainable con- 
cerning the bank failures of this eleven-year 
period, two general observations may be 
made: First, the vast majority of them were 
due to mismanagement reflected principally 
in overlending, in exploitation by officers and 
directors and in some disregard of legal re- 
strictions. The present economic depression, 
following closely on that of 1920-21, has, of 
course, had an important influence, and by 
greatly reducing all values has rendered 
banking difficult for every bank. But the 
supporters of unit banking cannot point to 
the depression as an alibi, since thousands 
of capably managed banks in all parts of the 
country have stood its strain and remained 
strong and solid. Nor does depreciation in 
bond values appear to have been an impor- 
tant element in actual failures except where 
inferior securities have been purchased for 
their high yield, particularly by banks pay- 
ing high interest rates for savings deposits. 

The second observation is that about 80 
per cent of the failures were those of very 
small local banks, having loans and invest- 
ments of less than $500,000 each. Banks so 
small as this are relatively expensive to op- 
erate. Their profits are negligible. They 
cannot pay for experienced management, even 
if it were locally available. Moreover, auto- 
mobiles, good roads and the general tendency 
toward business concentration are adding to 
their difficulties by taking banking business 
to larger places. 


Bank Supervision 


If management was the principal cause of 
failures, it seems fair that the failure of 
bank supervision to correct it should also be 
assigned some secondary share in the respon- 
sibility for what has occurred. On the other 
hand, I believe, though of course it cannot be 
proved, that the supervisory organizations, 
both national and state, have never been so 
strong as in the past decade. But in assign- 
ing a share of the responsibility on supervi- 
sion, it must be borne in mind that neither 
banking laws nor bank supervision can ever 
perform the positive function of assuring 
sound bank management. Bank supervisors 
do not manage banks and, at best, they can 
only perform the negative function of criti- 
cizing, after the fact, the loans and invest- 
ments which bank managers have made; and 
only by extreme measures, which the laws 
seldom permit, can they make their criticisms 
effective if bank officers and directors are not 
cooperative. 
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In fairness to bank supervision as an ef- 
fective element in the banking structure, it 
should also be observed that under our so- 
called “dual system,” partly national banks 
and partly state banks, there has been a 
growing tendency toward competitive relaxa- 
tion of legal restrictions on banking; and 
toward competitive granting of charters, oft- 
en without due regard to the experience of 
applicants and to existing banking facilities; 
thereby creating overbanked places and un- 
sound banking competition. In addition, the 
ease with which a national bank, if criti- 
cized too severely, can convert into a state 
bank, or vice versa—a process which every 
supervisor naturally likes to avoid—has fur- 
ther tended toward less strict supervision. 

More broadly, however, recent banking 
failures have emphasized two inherent weak- 
nesses of the unit local bank. First, that it 
is too much affected by local prosperity or 
adversity, particularly in places where there 
is a single interest, agricultural or industrial. 
Adequate diversification of portfolio is lack- 
ing; there are too many eggs in one basket. 
Second, that the smaller the place, the less 
bank officers are likely to apply the per- 
spective of general credit conditions to their 
local credit problems or to realize the neces- 
sity of a substantial element of liquidity in 
the portfolios. That some city bank officers 
have also been equally short-sighted does not 
alter the case. 


Proposed Unified Banking System 

The various remedies which have been sug- 
gested for this situation center about two 
proposals: (1) Greater unification; (2) 
Widespread branch banking. 

The most authoritative proposal for greater 
unification in the banking structure is that 
which the Federal Reserve Board unani- 
mously made to the banking committees of 
Congress on March 29, 1932, as follows: 


“Tt should be recognized that effective su- 
pervision of banking in this country has been 
seriously hampered by the competition be- 
tween member and non-member banks and 
that the establishment of a unified system 
of banking under national supervision is es- 
sential to fundamental banking reform.” 

There can be no doubt that the proposal 
of the Federal Reserve Board, if it could be 
brought about, would be an important step 
in advance. There are today about 6,085 
national banks and 11,520 state banks (other 
than mutual savings banks). All state banks 
with sufficient capital have had the option for 
many years of either converting into national 
banks or of joining the Federal Reserve Sys- 
tem. It is obvious, therefore, that unifica- 
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tion of a banking structure whose roots go 
far back into our history could be brought 
about only by force. We have already twice 
exerted such force—first, when the National 
Bank Act was passed; and second, when 
the Federal Reserve System was created. 
Each accomplished its immediate objective, 
but neither has prevented bank failures. 

It should also be observed that unification 
within the framework of the National Bank 
Act would not reach the great mass of small 
state banks which now have insufficient capi- 
tal to qualify as national banks. Their num- 
ber would be further increased if the mini- 
mum capital of national banks were increased 
from $25,000 to $50,000 as the banking bill 
now before Congress proposes. Yet these 
very small state banks, as already indicated, 
are the source of most of our bank failures. 

Clearly, there would be advantages in uni- 
fication under national supervision. It would 
remove present competition between national 
and state authorities resulting in lowered 
legal restrictions, less strict supervision and 
lower standards in granting new charters. 
Nevertheless it appears to me not to go really 
to the root of the trouble. For, as already in- 
dicated, supervision is largely negative and 
exerted after the fact. Even the proposal of 
the banking bill to permit the Federal Re- 
serve Board to remove officers and directors 
of banks which engage in unsafe or unsound 
practices does not provide safe and sound 
officers or directors to take 'their place. What 
is really needed is something positive, name- 
ly better bank management. The small banks, 
I am convinced, can neither find nor afford 
better management except through a change 
in the banking structure which will permit 
them to be operated as branches of a larger 
bank. 

This leads directly to the second proposed 
remedy for the recent flood of bank failures, 
namely widespread branch banking. This 
in itself would doubtless bring about, not 
by force but by evolution, an important meas- 
ure of unification. A large bank with 
branches could hardly afford not to be a 
member of the Federal Reserve System. 
Moreover, the unification would probably oc- 
cur largely within the framework of the na- 
tional banking system since only the National 
Bank Act is capable of permitting branches 
freely across state lines unless, indeed, such 
federal branch legislation should stimulate 
some of the states to offer reciprocal branch 
bank courtesies among themselves. 


Advantages of Widespread Branch Banking 


(1) It would offer to small communities, 
aS well as large ones, the banking services 
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of institutions sufficiently large to be able to 
hire competent and experienced management. 

(2) The portfolios in which the deposits 
of small communities would be invested 
would be diversified instead of purely local; 
and under any reasonably conservative man- 
agement, they should also have a substantial 
element of liquidity. 

(3) In addition to present outside super- 
vision, the branches would be subject to con- 
tinuous internal supervision. This would be 
really authoritative supervision because it 
would have power instantly to change local 
management wherever it was proving unsat- 
isfactory. Head office control over the larger 
loans should tend to check overextensions of 
local credit, which have proved to be as ruin- 
ous for local borrowers as for local banks. 
And head office purchase of securities should 
be more expert and conservative. 

(4) Branches could be opened tentatively 
in small places and later withdrawn if they 
proved unprofitable. Under unit banking, 
such small local banks, once established, sel- 
dom withdraw except by failure. 


Objections to Widespread Branch Banking 

(1) The traditional American prejudice— 
one may almost say fetish—in favor of the 
administration by local bankers of local de- 
posits and credits and against allowing a dis- 
tant banker to say when and how much a 
local man shall borrow. 

(2) The fear lest local deposits may be 
drained away and loaned in larger cities. 

These I believe are the objections usually 
advanced, and they are closely allied. In 
theory there is much to be said for both of 
them. In actual experience, however, they 
largely disappear. Cases can doubtless be 
found under existing branch banking here 
and in other countries where local borrowers 
do not get all the credit to which they con- 
sider themselves entitled and where local 
funds that local people would like to borrow 
are sent away or otherwise invested or loaned. 
Such complaints have arisen under unit bank- 
ing also. As late as 1928 and 1929, when local 
banks were extending large local credits which 
later proved disastrous to both lender and bor- 
rower, one frequently heard both these com- 
plaints. In the main, however, banks with 
branches, like unit banks, are in business to 
make money; rates for local credits are near- 
ly always higher than money market rates; 
and the fastest way a branch can grow and 
become profitable is by making all the good 
local loans it can. Moreover, backed by a 
larger capital, the branch can extend larger 
individual credits than the local bank, and 
it can draw on the head office for additional 
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funds when local credit requirements exceed 
local deposits. 


Another Objection 

There is this further objection—that if a 
bank with say one hundred branches were 
to fail, every one of its offices would close, 
whereas if each of its offices were a local 
bank, probably a fewer number of them 
would fail. This, to my mind, is the one 
fundamental objection to wide area branch 
banking. There is, of course, no way of as- 
suring sound management for all banks hav- 
ing widespread branches. But to shrink from 
branch banking because of this risk is to 
yield to a counsel of despair. Both Great 
Britain and Canada where, as with us, de- 
posit banking prevails, have had failures of 
banks with branches. But the percentage 
of their resources involved has been so far 
less than in our unit bank failures that the 
answer to this objection is reasonably satis- 
factory. In Canada, for example, where re- 
cent economie conditions have closely paral- 
leled ours, there has been but one failure, 
involving seventy-eight branches, in the past 
eleven years, while we have had over 10,000 
failures. In Canada this failure affected 
about one-half of 1 per cent of the average 
banking assets during the period as against 
about 10 per cent of the assets affected by 
our failures. 


Experience shows that the lending and 
supervisory organizations which banks doing 
wide area branch banking have to maintain 
and can afford to maintain contribute power- 
fully in themselves toward careful manage- 
ment, while the wide area covered brings 
diversification of risk. 


Progress of Branch Banking in the 
United States 

Whatever the arguments in favor of and 
against branch banking may be, the fact is 
that during the past eleven years the number 
of branches has greatly increased and would 
have gone much further but for legal and 
administrative restrictions; many groups 
and chains have been formed awaiting the 
necessary authority to convert into branches ; 
the course of events has greatly weakened the 
opposition of the smaller unit banks; and 
the banking committees of Congress have in- 
troduced a bill providing a national bank may 
establish branches within its own state and 
fifty miles beyond its borders. Thus, as a 
remedy for the obvious weaknesses of unit 
banking, we appear likely soon to embark 
upon branch banking side by side with unit 
banking. If and when we take this funda- 
mental step towards a far reaching change 
in our banking structure, it seems important 
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that we should take the step not tentatively 
or half-heartedly but fully convinced of its 
desirability, and as a national policy designed 
to afford better protection to deposits. 

Like many other supporters of unit bank- 
ing, recent events have forced a change in 
my views, and I now regard branch banking 
as the only fundamental remedy for the 
demonstrated weaknesses of unit banking, 
particularly in the smaller places. But to 
become an effective instrument of national 
policy, I feel that branch banking should 
be permitted to develop under conditions 
These condi- 


most favorable to its success. 
tions involve 

(1) Area. 

(2) Supervision. 

(3) Competition with unit banks. 


Area Branch Banking 

Under the Banking Bill, a national bank 
may establish branches anywhere within the 
limits of its own state and within contiguous 
territory fifty miles outside. This area, 
while a tremendous step in advance, still 
savors of half-heartedness. If we are will- 
ing to go this far, we might better recognize 
at the outset that state lines are usually 
political rather than economic; and that we 
shall soon have to amend the law to permit 
branches over more natural trade areas, as 
ex-Comptroller Pole recently recommended. 
To shut our branch banking up in forty-eight 
separate compartments as if it were some- 
thing we feared is to ignore the experience 
of all the other countries of the world where, 
as far as I know, there is no territorial re- 
striction. This does not mean that I would 
contemplate for the United States, even for 
the distant future, branch banking which cov- 
ered the entire country. Distance and sec- 
tional feelings are against it; proper diversi- 
fication does not require it; and obviously 
there must be some limits. But surely all 
will agree that a state—plus fifty miles— 
will in many cases prove a limitation that 
has elements of unsafeness. 


In states overwhelmingly agricultural, for 
example, state lines as a limit will render it 
difficult to attain that fundamental requisite 
of branch banking—a diversified portfolio. 
The limits, it seems to me, should be suffi- 
ciently wide, and more than this, sufficiently 
elastic, to permit of sound diversification. 
The twelve Federal Reserve Districts approx- 
imate natural trade areas, in spite of some 
arbitrariness, and they appear to me to be 
the most practicable limits from which to 
work. But the Federal Reserve Board, which 
under the proposed bill is to authorize all 
branches, should, it seems to me, be empow- 
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ered to allow branches to overstep district 
lines when necessary to cover trade areas 
or to assure diversification. This would re- 
duce maximum branch banking areas from 
forty-eight to twelve, without, however, plac- 
ing any limits on the number of cities from 
which branch banking might proceed. No 
one can foretell, from experience elsewhere, 
what the evolution will be in this country or 
in its various sections. The important thing 
is, from the outset, to give it natural rather 
than artificial scope so that we do not fos- 
ter unnatural and inadequately diversified 
branch systems which it may be difficult later 
to alter. 


Problems of Supervising Branch Banking 


Widespread branch banking introduces in- 
to the structure the possibility not of more 
bank failures, but of larger and more serious 
failures. The banking bill wisely provides 
that the establishment of every branch shall 
be subject to the approval of the Federal Re- 
Soard. This places both properly and 
squarely upon the Federal Reserve Board 
and banks the primary responsibility for the 
sound development of branch banking. It 
seems important that they should also have 
authority to prevent weak state institutions 
with branches from becoming members of 
the Reserve System by conversion into or 
consolidation with national banks. Whether 
the branch banking institutions which are 
permitted to develop shall be strong and 
sound or shall merely represent a cross sec- 
tion of existing unit bank management de- 
pends, in the main, upon the standards which 
the Federal Reserve Board sets up as a guide 
for its action, and the rigidity and ruthless- 
with which it declines to authorize 
branches for any bank whose past record and 
policies have not been sound and safe. There 
should be no place in branch banking for of- 
ficers or directors who seek to operate banks 
in their own selfish interest. 

The supervision of these larger institutions 
will bring heavier responsibilities to their 
supervisors. But on the other hand, with 
fewer units to supervise, more concentrated 
attention can be given; and the ability of 
these larger institutions, both to find and to 
pay for good managers, should remove one 
of the present difficulties in the supervision 
of small local banks. 

A second element in the development of 
branch banking is the speed with which it 
proceeds; and it is possible that here again 
the Federal Reserve Board may be able to 
exercise a restraining influence. Proper or- 
ganizations to manage branch banking sys- 
tems cannot be developed overnight. Some 
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unsatisfactory situations would be likely to 
occur if a competitive scramble for branches, 
such as has recently taken place in certain 
areas, should be repeated over the country 
as a whole. Fortunately the present difficult 
period favors moderation. 

A third factor, with which no national or 
state supervisor has yet been able to cope 
but with which it is to be hoped the Federal 
Reserve Board may find a way to deal, is the 
competitive paying of high rates of interest 
on deposits, particularly savings deposits. 
Where not controlled by Clearing House or 
other arrangements, these rates have quite 
generally led directly to the purchase of in- 
ferior bonds with high coupons among which, 
on the law of averages, the mortality is high. 


Competition with Local Unit Banks 

The initial establishment of branches will 
doubtless proceed along the lines of least re- 
sistance by absorbing local unit banks. Many 
strong local banks, however, may decline to 
become branches and the question will then 
arise whether a larger institution should be 
permitted to put a branch in such places. 
While the size of the place will have a bear- 
ing on the decision, I should like to express 
a purely personal view that as sentiment in 
small places will naturally favor the local 
bank, the willingness of a strong well-man- 
aged bank to maintain a branch alongside 
the local bank should at least be an impor- 
tant presumption in favor of granting the ap- 
plication. Certainly in the medium-sized 
places, there will be many such cases, while 
in the larger places, there may well be sev- 
eral branches and several purely local banks 
as well. Perhaps this is going beyond my 
province and attempting to look too far 
ahead. But if we finally and deliberately de- 
cide to permit widespread branch banking as 
the best means of strengthening our banking 
structure then it seems to me that it should 
not be regarded as a monster to be caged and 
hampered, but that provided a bank has good 
management it should, in general, be allowed 
to bring its services and advantages to those 
places where its managers think they can 
profitably operate. 

This closing thought serves to emphasize 
my belief that changes in the banking struc- 
ture should be approached primarily from 
the standpoint of safety of deposits rather 
than from the standpoint of amount of credit 
to be extended locally. With full recognition 
of the fact that loans create deposits, we 
shall nevertheless be on safe ground if we 
paraphrase the familiar English adage, and 
say “let us take care of the deposits and the 
loans will take care of themselves.” 
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DEVELOPING SCIENTIFIC METHODS IN VALUING NEW 
TRUST BUSINESS 


COMPARING WORTH OF MATURING BUSINESS WITH ESTIMATED 
PRESENT VALUE 


HAROLD J. CLARK 
Trust Officer, City National Bank and Trust Company of Chicago 


(Epiror’s Note: The time is not far off when more scientific methods will govern in 


ascertaining cost factors and valuating trust business. 


Interesting tests are being applied 


to reduce uncertainties and contingencies to a minimum so that when the trust officer is 
confronted with a new piece of trust business, whether of testamentary or living trust character, 
he will have something more reliable than the ‘rule by thumb”’ plan to guide. The following 
is based upon the latest laboratory tests and study conducted by a committee of heads of new 
business departments of Chicago trust companies.) 


SHALL endeavor to present some of the 

results of an extensive study of this sub- 

ject of valuing new trust business which 
has been made during the past twelve 
months by the Chicago committee consisting 
of the heads of the Trust New Business Di- 
visions of the Chicago trust companies. A 
preliminary report of the committee was 
released on ‘September 1st in which were 
published some of the tables to which I shall 
refer. Additional tables have been prepared, 
and the formal report of the committee is 
being rewritten. 

Our first objective is to interest a larger 
number of trust men in a study of this sub- 
ject in order that we may have suggestions 
for the improvement of the methods of valu- 
ation which are now in use by a few trust 
companies. In our own group we have found 
that there are so many angles involved that 
there is danger of the practical being sub- 
merged in the theoretical. I hope that the 
illustrations of the method of valuing new 
business will bring home to trust men in 
other parts of the country the benefits to 
be derived from a scientific study of the sub- 
ject. 

Illustrating Lack of Study 

The general lack of comprehension of this 
rather technical subject may be illustrated 
by a story. The annual directors meeting of 
the X Y Z Trust Company is in session and 
the speaker is the head of the trust depart- 
ment: “This year we employed two new 
business representatives who secured twelve 


million dollars in personal trust business as 
against only six and one-half millions ac- 
counted for in 1951." All present expressed 
approval, except one director—a life insur- 
ance man—who remarked: “What does the 
trust officer mean by twelve million dollars’ 
worth of new trust business?” “He means 


HAROLD J. CLARK 


Trust Officer, City National Bank and Trust Company 
of Chicago 





TRUST COMPANIES 


business conservatively valued at_ that 
amount, I take it,” replied the chairman 
turning to the trust officer. “We always have 
a report of new business in that form. Will 
you please explain to the board what busi- 
ness is represented by your figures—I sup- 
pose you mean twelve million dollars in se- 
curities.” 

The trust officer then said that twelve mil- 
lion dollars’ worth of trust business means 
that this amount is the total of the estimated 
value of all pieces of new business including 
wills, living trusts, insurance trusts, ete. He 
went on to explain that the size of each piece 
of business was conservatively estimated. 
The subject was fortunately dropped at that 
point, and the directors had visions of large 
earnings for the trust department during the 
coming year. Here, however, is a common 
problem in which we should all be interested. 


Important Factors Ignored 
Let us, therefore, examine the records of 
the X Y Z trust department in order to 
determine whether the report of new busi- 
ness production for 1932 has any real mean- 
ing. Apparently no account was taken of the 
following important factors: 


1. Fluctuation in size of estates. 
Fees as a measure of value. 
Length of time a fee is deferred. 
Lapse by revocation or otherwise. 

» Adequacy of fee now charged. 


(1) The first factor—fluctuations in the 
size of an estate, may be dismissed with the 
comment tthat considering all new business 
together the shrinkages will ‘be offset by the 
gains if original estimates are conservative. 
It ought to be kept in mind that we are 
dealing with a large number of items which 
will not mature for perhaps ten or fifteen 
years on an average. 

(2) Fees as the measure of value are more 
significant than the size of an estate. This 
will be shown by the illustrations which will 
follow. 

(8) Length of time a fee is deferred. This 
factor involves the calculation of present 
worth to represent the commuted value of a 
fee to be collected in the future. 

(4) Lapsation of business. The volume in 
any class of business which is likely to lapse 
bears a definite relation to the age of the 
testator and the settlor. 

If experience and 


(5) Adequacy of fees. 
careful estimates show that only a nominal 
fee can be expected from the average piece 
of business in a certain class, such fee should 
be inereased. 
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Applying Factors of Evaluation 

Now, to illustrate the application of these 
factors let us assume that the twelve million 
dollars of new business of the X Y Z Trust 
Company for 1932 comprises one hundred 
will appointments in estates estimated at 
one hundred thousand dollars each, and that 
the ages of the testators averaged forty-five. 
Half of these wills provide residuary trust 
funds for dependents of the average age of 
thirty-five. There are ten living trusts of 
one hundred thousand dollars each and ten 
insurance trusts of the same size, or a total 
of one hundred seventy pieces of new busi- 
counting the testamentary trusts as 
separate items. 

In 1931 this trust department had se- 
cured only half as many wills, testamentary 
trusts, and life insurance trusts, but the 
same number and volume in living trusts, 
or a total of ninety pieces of business having 
an aggregate estimated value of six and one- 
half millions. 


ness, 


It is possible to evaluate the new trust 
business secured by the X Y Z Trust Com- 
pany in the two annual periods so that a 
fairly accurate comparison can be made. I 
have purposely treated the elements in this 
problem as groups of business in different 
classes instead of using single items of busi- 
ness which would be the simpler method of 
illustration, because the method of valuation 
which I shall present relates solely to aver- 
ages in a large number of cases. This is a 
point which cannot be too strongly empha- 
sized. 


Appraising Future or Potential Business 

We begin with the assumpuwn that future 
or potential business, such as wills and in- 
surance trusts, have some real value in the 
aggregate. It is not claimed that potential 
business where the fee is deferred a number 
of years according to the span of life of 
some individual is as valuable as present 
business—such as living trusts or agencies— 
but the question is, how does the value com- 
pare with other classes of business. In other 
words, we still believe that a bird in the 
hand is better than one in the bush, but 
there is some question as to whether it is 
better than two in the bush. This metaphor 
is, I regret to say, apt in one way in that 
today we find many insurance trusts and 
wills about as likely to stay “put” as the 
proverbial fowl in the underbrush. 

If production of new trust business is not 
to be measured in terms of estimated size, 
as was done in the case of the X Y Z Trust 
Company, it seems obvious that the trustee’s 
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fees is the proper measure or, let us say, the 
common denominator by which trust com- 
panies in various parts of the country can 
compare the value of their new business. In 
view of the fact that trustee’s fees are not 
uniform (and the Chicago Committee in its 
treatment of this subject desires to speak a 
language which can be understood in all 
sections), let us use the gross fee dollar 
as the unit in all computations. After values 
have been translated into terms of the gross 
fee dollar, each institution, from its own 
experience, may apply its operating ratio or 
percentage of expenses to fees, and thus de- 
termine the net fee value of the items in any 
class of trust new business. 


Actuarial Method Applied to Wills 

First let us consider the application of the 
five factors to wills. Our committee has 
adopted the actuarial method of determin- 
ing the present value of future or potential 
business, such as wills and insurance trusts. 

Let us assume that the one hundred wills 
secured in 1932 were made by persons forty- 
five years of age and the fifty wills secured 
in 1931 were those of sixty-year-old testa- 
tors. Now, no individual has an expectancy 
of life and our problem is to determine not 
when any single will is to mature by the 
death of the testator, but to estimate the 
prebability of maturity in terms of present 
value of the fee in each case, treating it as 
an average case based on thousands of sim- 
ilar situations. This estimate is reflected in 
a present value figure which is something 
less than the gross fee, as the calculation 
involves an annual discount of the fee dollar 
for a number of years, which period bears a 
relation to the age of the testator. There- 
fore, the age of the individual is the start- 
ing point of each calculation. 

The American Men Mortality Tables are 
recommended as offering the most accurate 
means of calculating present values accord- 
ing to ages. In applying these tables we 
have determined upon a five per cent an- 
nual rate of discount to arrive at present 
value, as this is the rate generally used by 
other institutions keeping similar records, 
and is undoubtedly a conservative basis. 

Referring again to the illustration, we will 
Say that the one hundred wills of testators 
aged forty-five will each produce a gross 
fee of three per cent, or a total in executor’s 
fees of three hundred thousand dollars from 
the entire group of wills. Computation is 
then made from our table showing the pres- 
ent value of each dollar of the single fee 
deferred for one life plus one year for col- 
lection, and we find that at age forty-five 
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this dollar has a present value of $.3231, or 
about thirty-two cents. 


Lapse Computations Made by Mississippi 
Valley Trust Company 

At this point one of the uncertain fac- 
tors enters into the picture, namely, the pos- 
sibility of lapse of a number of the will ap- 
pointments for one reason or another. The 
common method of making allowance for 
such lapse is to discount a gross figure by 
the amount of an assumed lapse ratio, which 
is usually taken at a fixed percentage for all 
ages. Our own experience shows that the 
rate of lapse in a large number of 
bears a definite relation to the age of a 
client, and until we can evolve a more ac- 
curate formula from our own experience, we 
have decided to make use of the lapse com- 
putations made by Charlton Alexander, of 
the Mississippi Valley Trust Company of 
St. Louis which seems to us to be the most 
reliable estimate now available as to the 
amount of future trust business likely to be 
retained. 

We have applied the Mississippi Valley 
Trust Company figures by actuarial methods 
which may be illustrated by the following 
example: In the case of a testator aged 
forty-five the lapse percentage is shown to be 
25 per cent. The complement of this figure 
—or 75 per cent—thereiore represents the 
probability of maturity or of retention of 
the business. We will therefore modify the 
present value figure of the fee dollar in the 
illustration by taking 75 per cent of thirty- 
two cents, and we thereby arrive at a net 
dollar value of $.2424 as the present value 
of each dollar of gross executor’s fees. The 
table is in simple form so that a net figure 
for the value of one dollar appears opposite 
each testator’s age from twenty-five to eighty. 


cases 


Worth of Executor Appointments 
illustration of the 
group of wills we find that the one hundred 


Referring again to the 


executor appointments are today worth a 
total of $72,750, allowing for lapsation, as 
compared with $300,000 gross fees. The same 
trust company, however, secured only fifty 
wills in 1931, of a total estimated worth of 
five million dollars, but if we assume that 
all of the testators in this group were aged 
sixty instead of forty-five, we find that each 
dollar of executor’s fees has a net present 
value of forty-eight cents instead of twenty- 
four cents as in the case of a testator aged 
only forty-five. The tables may, of course, 
be carried out to as many decimal places 
as is desired. 

In other words, other things being equal, 
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the group of wills of persons aged sixty is 
worth twice as much as a similar group 
where the testators are fifteen years younger, 
and the fifty wills at age sixty have almost 
exactly the same present value as the one 
hundred wills at age forty-five. This is be- 
eause of two things; first, in the case of 
older men the executor’s fee tends to come 
in sooner and is therefore not discounted as 
many times in computing present value, and, 
secondly, the lapse ratio is much lower. To 
be specific, the probability of maturity at 
age sixty-four is 94 per cent instead of 75 
per cent at age forty-five. To give an extreme 
illustration of the application of annual dis- 
count of five per cent and the application of 
the ratio of probability of maturity, we ecal- 
culate from our tables that wills of persons 
aged eighty are worth about nine times as 
much as those of persons aged twenty-five. 

At this point the comparison of the new 
business production of the trust company 
mentioned for the years 1931 and 1932 would 
appear to show no advantage in securing 
twice the number of wills and twice the vol- 
ume estimated according to the probable size 
of the estates. 


Evaluating Trusts Under Wills 
Next, let us make a comparison of the 
trusts under these wills assuming the same 


ages, for the purpose of showing the applica- 


tion of the present value tables. In the case 
of a trust under will there are two ecalcula- 
tions to be made; first, the aggregate amount 
from the successive annual fees during the 
life of the beneficiary if he survives the 
testator and second, the termination fee, If 
we find that fifty, or half, of the 1932 wills 
set up residuary trusts of substantially the 
entire estate, it will be conservative to place 
an estimate of $75,000 or three-fourths of 
the total value of the estate in determining 
the size of each trust fund. The allowance 
of twenty-five per cent is for debts, taxes 
and expenses of administration. 
If we assume that in the case of the 
twenty-five 1931 trusts the ages are, testators, 
ixty; beneficiary, forty-five: and in the 
case of the fifty 1982 trusts the correspond- 
are forty-five and thirty-five, we 
ind that the twenty-five trusts for 1931 have 
2lmost exactly the same present value as the 
fty trusts under the 1932 wills. The cal- 
ulation of the testamentary trust fee is made 
mple by an actuarial two life table show: 
ing the ages of the testator in a horizontal 
lumn and all ages for beneficiaries in a 
‘rtical column. This table which was con- 
1ined in the first report of the Chicago 
‘ommittee spans ages from twenty-five to 


ng ages 
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eighty and covers fifteen pages. The figure 
where the two columns intersect is the pres- 
ent value of the total of all the annual fees 
during the probable life of the trust. This 
table may also be used for calculating the 
present value of fees in a living trust for 
a second life and is also used for determin- 
ing the total of annual fees in life insurance 
trusts. 

We find that many of our testamentary 
and insurance trusts extend for more than 
the life of the first income beneficiary, and 
we are therefore having actuarial tables pre- 
pared showing the present value of trusts 
for three lives, namely a trust for two lives 
following the life of the testator or insured. 

These multiple life tables are extremely 
complicated and we are now working on a 
series of test cases to arrive at a set of for- 
mulae by which we can approximate the pres- 
ent value of trustee’s fees beyond a second 
life. The problem is one involving an actu- 
arial calculation similar to that used in figur- 
ing group annuities, the present value re- 
flects the probable termination of the trust 
from year to year during its life on account 
of the death of the last to survive of the 
group of two or more lives. 


Fallacies in Estimating Present Worth 

You will note that in our computations we 
do not make use of the term “life expect- 
aney.” All of the present value tables are 
compiled by using the American Non Experi- 
ence Tables but no consideration is given to 
the number of years which an individual of 
a certain age is likely to live. The fallacy 
of estimating the present worth of trustee’s 
fees by discounting the fee item for the 
number of years of an individual’s life ex- 
pectancy can perhaps be most clearly indi- 
eated by the following example: 

If “X”, the testator, is forty-five years of 
age and creates a trust under his will for 
his wife, also aged forty-five, both individuals 
should have a life expectancy of twenty-five 
years, and consequently, the trust for the 
benefit of the wife would have to be assumed 
to have no value in terms of trustee’s fees. 
On the other hand, the actuarial method of 
computation, which disregards life expect- 
ancy, shows that at the same ages for these 
parties, during each succeeding year there 
are a certain constantly decreasing number 
of probabilities out of a thousand that the 
wife, aged forty-five, may survive the testa- 
tor, and these probabilities are reflected in 
the figures shown in our two life table. This 
table gives a factor of $1.65 as the present 
value of the aggregate annual fees from such 
a trust for every dollar of gross fees. To 
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take an extreme example, if a man aged 
twenty-five creates a testamentary trust for 
his grandfather aged eighty, there is a possi- 
bility that the grandfather may survive the 
testator, and we find from the tables that the 
factor is .031, so that every dollar of the an- 
nual fee is worth in the aggregate a total of 
only three cents. The point is that it has 
some value. 
Computation of Termination Fee 

The computation of the termination fee in 
testamentary trusts, living trusts and in- 
surance trusts is also a difficult matter when 
two or more lives are involved. In the case 
of a living trust where only one life is in- 
volved, the termination fee is the same as the 
single fee shown in the present value table 
for executor’s fees. We have obtained from 
our actuary a table of termination fees to be 
received upon the death of a life tenant sur- 
viving the testator, and if we apply this table 
to the same illustration which we have been 
considering, you will find that the 1931 group 
of twenty-five testamentary trusts has a total 
present value of termination fees amounting 
to $1,846.00. This is according to age sixty 
for the testator. In the case of the 1932 
group where the testator’s age is forty-five, 
although we have twice the volume in busi- 
ness, the termination fee is so long deferred 
that its present value amounts to only $1,- 
837.00, or less than in the case of the smaller 
group. 

The application of the two life tables to 
living trusts is well illustrated by the two 
groups of living trust appointments which 
we have under consideration. The ten 1931 
trusts of settlors aged sixty will show a total 
present value of fees amounting to about 
$34,000.00, whereas, the 19382 group wherein 
the settlors are assumed to be aged forty-five 
and which would appear to be much more 
valuable, shows a present value of only 
$35,000.00. The present value of termination 
fees in the aged sixty group is twice that in 
the aged forty-five group. 


Scientific Revision of Fee Schedules 

The study of termination fees suggests 
what I believe to be the greatest advantage 
to be derived from keeping present value rec- 
ords, namely, the possibility of scientifically 
revising our fee schedules so as to assure a 
reasonable compensation for all services ren- 
dered. In particular, the study of the pres- 
ent value of fees in insurance trusts indicates 
that unless a substantial termination fee is 
charged only a small percentage of life in- 
surance trusts will yield more than a nomi- 
nal fee. However, by the addition of a ter- 
mination fee, such as is recommended in the 
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report of the Trust Division Committee on 
Costs and Charges, a fee commensurate with 
the services rendered can be realized even 
though the beneficiaries die at a time which 
will bring in only two or three annual dues. 

Incidentally, my calculation of termination 
fees is at the rate of one-half of one per cent 
of principal. If the trust companies were to 
charge five per cent of principal, collectible 
at termination, the present value of the ter- 
mination fee would be equivalent to many 
annual trustee’s fees at the usual rate. From 
a standpoint of securing new business, I be- 
lieve that there would be very little sales re- 
sistance on account of a substantial increase 
in termination fees. 

For example, I understand that the Mis- 
souri trust companies are collecting a _ ter- 
mination fee amounting to five per cent of 
principal as against our one-half of one per 
cent in Chicago, and I recently had occasion 
to discuss this matter with one of our pros- 
pects who was considering creating an insur- 
ance trust either with a Chicago or a St. 
Louis institution. He asked for particulars 
about fees, but did not seem impressed with 
the apparent advantage of the lower Chicago 
fee. His statement was to the effect that af- 
ter his dependents had received the net in- 
come for life he was not much concerned with 
what fee the trustee would take out of the 
principal before making a final distribution. 
What he was interested in was the maximum 
income to the life tenants. 


Living Trusts 


With respect to living trusts, it is inter- 
esting to note that in the case of a five per 
cent termination fee and an annual fee of 
five per cent of income, the present value of 
a living trust lasting one year is the same 
as one lasting twenty years. This is due to 
the fact that the annual fee is the same as 
the rate of discount taken in arriving at the 
present value of the termination fee. 

We still have for comparison the present 
value of fees to be expected from unfunded 
life insurance trusts secured in 1931 and 
1932. The same ages are taken as in the 
ease of the trusts under wills. It will be 
found from the totals that the present value 
of the total fees from the five insurance trusts 
where the age of the insured is sixty, is al- 
most equal to the present value of twice the 
number of insurance trusts where the in- 
sured is aged forty-five. 

All of the trust new business secured by 
the X Y Z Trust Company during the year 
1932 can now be compared with that ob- 
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SYMPOSIUM 


ON 


REVISING THE WILL—AN URGENT DUTY AND SOLEMN 
OBLIGATION 


DIRECTING ATTENTION TO EFFECT OF ALTERED VALUES AND 
ESTATE SHRINKAGE IN TESTAMENTARY DISPOSITIONS 


(Epiror’s Note: Doubiless there are many thousands of foresighted Americans and 
heads of families who have taken the precaution of changing their wills to meet the conditions 
imposed by severe contraction of values, the exigencies of economic reverses and other factors 
that might otherwise impose grievous injustice and even result in disinheriting residuary 
legatees who are the object of the most tender care of the testator. There are, however, many 
other thousands who have been unmindful or who procrastinate in the matter of reviewing and 


revising their wills in the light of present-day values. 


Numerous cases can be cited where 


probate and liquidation of estate assets at depreciated values since 1929 have yielded less than 
bequests of cash or designated property for relatives or other purposes thus leaving no residue 


for widow and children, causing penury and distress to loved ones. 


In order to stimulate 


interest among trust companies and banks as fiduciaries and point out best methods of 
approach to clients or the public, information has been invited by Trust COMPANIES from 
frust institutions which have and are rendering highly valuable service in urging the replan- 
ning of estates and redrafting of wills or trust instruments by legal counsel.) 


BANKERS TRUST COMPANY OF NEW YORK CITY 
H. F. Wilson, Jr., Vice-president, writes: 

“We have for many years been sending 
annual reminders to those who have named 
us under their wills, calling their attention 
to the fact that deaths, births, marriages or 
other circumstances may necessitate some 
changes in the wills provisions and that 
sometimes changes are not made merely be- 
cause they have been overlooked. 

“More recently we have completed sending 
to our clients a letter which has been very 
favorably received and apparently this fur- 
ther reminder was much appreciated. This 
letter reads as follows: 

“*Many instances have’ recently been 
brought to our attention that the plans of 
testators have been nullified and hardships 
consequently imposed on their beneficiaries 
due to the fact that their wills have not 
taken into consideration the present day con- 
ditions. In some cases the payment of gen- 
eral legacies has almost eliminated the resid- 
ary estate which was intended to be the 
most important bequest. 

“*Because this subject is of such vital im- 
portance we are urging our customers and 
friends to review their wills with their at- 
orneys in order that they make sure that 


the provisions therein will permit the fulfill- 
ment of their wishes in the distribution of 
their estates. 

“The Personal Trust Officers in each of 
our offices will be glad to render you every 
assistance on the practical aspects of the situ- 
ation. 

“These suggestions are offered merely as 
a service because we feel that this subject 
should be considered by everyone at the pres- 
ent time.’ ”’ 


CITY BANK FARMERS TRUST COMPANY OF 
NEW YORK CITY 


Walter Reid Wolf, Vice-president, writes: 

“In answer to your request as to what we 
are doing to direct attention to the wisdom 
of revising wills, I enclose herewith copy of 
a letter which our president, James H. Per- 
kins, sent out to our clients some months ago, 
suggesting that they go over their wills with 
their attorneys and revise them in the light 
of prevailing conditions. Mr. Perkins cited 
a number of examples in his letter which 
reads as follows: 

“ ‘So many cases have come to my attention 
lately, of which the following are examples, 
that I have felt I should call your attention 
to the danger which they exemplify : 
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“*First, I know of a man of large means, 
who by his will first established a charitable 
fund in cash, and left the residue of his es- 
tate to his family. When he died, the estate 
had shrunk so that there was hardly enough 
to establish the charitable fund, and the fam- 
ily received nothing. 

‘Another example of the same thing oc- 
curred when a man died, leaving a provision 
in his will that his employees should be given 
a certain sum of money, and the residue to 
his family. Again there was not enough to 
take care of his specific bequest, and his 
family received nothing. 

“‘A third case came to my attention this 
morning, of a woman who had made three 
or four specific cash bequests that at the 
time the will was made would have used up 
about one-fifth of her estate. She came in 
to see us this morning. We discovered that, 
at today’s values, there would not be enough 
money to make the specific bequests, and 
that her family would be left without a cent. 

“ ‘These, and other examples of the same 
thing, have made me feel that it is wise to 
suggest to our clients that they go over their 
wills with their attorneys, and make sure 
that the provisions of the will are such that 
they reflect the wishes of the maker during 
these times of low values, and do not con- 


tain cash bequests or preferential. benefits 
which may defeat plans for their families 


999 


and dependents. 


BROOKLYN TRUST COMPANY, BROOKLYN, N. Y. 
Harold F. Klein, Advertising Manager, states: 

“In ealling attention of our customers and 
friends to the possible necessity of revising 
their wills, we have used articles in our 
monthly direct by mail circular. In July we 
sent a personal letter to everyone who had a 
will on file in our vault and also to several 
hundred other customers. All of this direct 
by mail effort was supported, of course, by 
verbal recommendations of our trust officers 
wherever circumstances might indicate such 
recommendations to be desirable. 

“In the personal letter sent to those having 
wills on file in our vault attention was direct- 
ed to several recent experiences indicating 
that many wills drawn several years ago will 
not accomplish the purposes intended and 
suggesting consultation with attorneys as to 
need of changes or revisions. I may quote 
in part from one of the articles on problems 
of estate depreciation which appeared in our 
Brooklyn Trust Advisor, as follows: 

“ ‘Newspapers recently carried a_ story 
which provides an excellent illustration of 
the effects which the recent deflation in val- 
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ues of many kinds has had upon the problem 
of the descent and distribution of property. 

“*A Brooklyn real estate operator died 
early this year, leaving a will drawn in 1928, 
when the values of real estate and securities 
were on a level distinctly higher than that 
of 1952, The will provided bequests amount- 
ing in value to $394,500, but when the execu- 
tor had collected his testator’s assets, they 
were found to be worth only $4,500. 

“*This, of course, is an extreme case, but 
it has points of similarity with thousands of 
others. The drastic deflation of values, par- 
ticularly in securities and real estate, has 
served to upset the plans of many who three 
or four years ago considered their estates to 
be ample for certain purposes, and had every 
reason to believe them so at that time. 

“*Property held in trust is not immune 
from depreciation in value during periods of 
general economic dislocation, but the techni- 
cal knowledge and experience of a qualified 
trust company, acting as trustee, tend to re- 
duce depreciation to a minimum.’ ” 


ROCHESTER TRUST AND SAFE DEPOSIT COM- 
PANY, ROCHESTER, N. Y. 


G. B. Brewer, Advertising Manager, writes as follows: 

“The Rochester Trust & Safe Deposit Com- 
pany was among the first in Rochester to di- 
rect attention to the present-day need for 
revision of wills especially where the residue 
of the estate was left to the family. In our 
direct mail work to our lists of prospects we 
have used folders and a special trust message 
entitled: ‘Have You Changed Your Mind 
and Have You Changed Your Will? A state- 
ment made on this subject by our president, 
Robert C. Watson, and which appeared in 
local newspapers, reads as follows: 


**A common form of will makes certain 
specific bequests and leaves the residuary es- 
tate to the family. Some very disturbing il- 
lustrations have come to light in different 
parts of the country where these specific be- 
quests which were entirely in proportion to 
the amount of the estate at the time the 
will was drawn, have become grossly dispro- 
portioned in size as measured by the present 
low market value of securities and the in- 
erease in estate taxation. In some cases 
that have come to light, specific bequests 
and taxes have taken the entire estate and 
left nothing for the family although there 
was no question but that they were the chief 
objects of the maker’s solicitude. 

“<Tt seems to me of great importance at the 
present time that makers of wills should 
take up the matter with their respective at- 
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torneys and reassure themselves that their 
wills, as drawn, if presently called upon to 
function during these periods of low values, 
would really reflect the wishes of the maker 
and not as a matter of fact defeat his plans 
for his family’s independence.’ ” 


GIRARD TRUST COMPANY OF PHILADELPHIA 


J. Malcolm Johnston, 
advises: 


“We have promoted this thought of chang- 
ing or revising wills or trust instruments 
among our clients, in connection with our 
Estate Planning work. This is primarily di- 
rected to the reconstruction of estate plans in 
which flexibility to meet changed conditions, 
is stressed. In one of our advertisements 
headed ‘A Constructive Suggestion,’ the fol- 
lowing text matter is used: 

“‘Meonomic and financial conditions pro- 
gress in cycles. At no point on the economic 
curve are they stationary. Much may be 
lost through indifference to this law of chang- 
ing values. It is advisable, therefore, to an- 
ticipate both the “peaks” and the “valleys.” 

“‘These facts apply particularly to the 
plan which each individual may have for the 
conservation of his estate and the protection 
of his family. 

“‘Many estate plans have failed of their 
purpose because they were arranged in 
“neak” times and were not flexible enough 
to care for the “valleys.” Inopportune liquid- 
ation resulting from inflexible provisions; 
shrinkage from unnecessary taxes and ad- 
ministration costs: unwise handling of in- 
vestments, are the results of improper plan- 
ning and the failure to revise the plan in 
time. 

“*The most effective warning against pro- 
crastination is the costly experience of oth- 
ers. Your family may be called upon to bear 
the cost of your delay in arranging for proper 
protection through a plan flexible enough to 
surmount the “times.” 

“‘The staff of the Estate Planning De- 
partment of this company will be glad to 
assist those desirous of reviewing present 
plans or forming new ones.’ ”’ 


Assistant Vice-president, 


PROVIDENT TRUST — Y OF PHILADELPHIA, 


Carl W. Fenninger, Vice-president, writes: 


“We believe that our recent appeal to our 
clients to change their wills to meet present 
conditions has been quite worth while. We 
find that men today are concerned about 
making the most out of what remains of 
their estates. Depreciated values and re- 
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duced incomes have rendered will plans made 
in 1929 inadequate to meet 1932 conditions. 

“Accordingly, we wrote a letter to those 
clients who had named our company in some 
fiduciary capacity, strongly recommending 
that they see their attorneys about reviewing 
their wills in the light of present conditions. 
The letter cited three actual cases—two of 
recent disastrous results that could have 
been avoided if the wills had been revised 
to meet present conditions—and another case 
of the foresight of one of our clients in re- 
vising the terms of his will in view of his 
reduced income and principal. The value of 
such a letter was proved conclusively by the 
appreciative and ready response from many 
of our most important clients. The letter 
sent to our clients reads: 

“*We are hearing these days of instances 
where the shrinkage in security values has 
affected a man’s family in an entirely un- 
expected way. 

“*The following situation exemplifies the 
danger we have in mind, which a little fore- 
thought could have prevented: An elderly 
man who made his will in 1929 first gave to 
his friends cash legacies amounting to about 
$60,000. The remainder (which was then 
ample) he bequeathed to his family. When 
he died recently his investments had so 
shrunk that there was barely sufficient left 
to pay the cash legacies of $60,000—thus leav- 
ing practically nothing for his family. This 
could have been avoided if he had given his 
friends a limited percentage of his estate in- 
stead of the definite sums which, at his 
death, absorbed almost his entire estate. 

“*We also know of a man who first pro- 
vided by his will for cash legacies to some 
distant relatives. The balance was to be 
placed in a trust fund for his niece, who 
was absolutely dependent upon him. He 
found that these cash legacies would con- 
sume the greater portion of his estate, so he 
has recently revised his will and eliminated 
the legacies, giving his niece the entire in- 
come—which will be just about sufficient for 
her needs. 

“Another man who recently reviewed his 
will found that the income provision for his 
wife from one-half his estate was now en- 
tirely inadequate by reason of his reduced 
dividends; so he has changed his will to 
give her all the income. 

“‘Tf you have not already reviewed your 
will, such experiences as these suggest the 
wisdom of doing so and discussing with your 
attorney any changes that may be necessary 
to safeguard your family.’” 
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FROM A LEADING NEW ENGLAND TRUST 
COMPANY 


“Tt has seemed to us that during the dis- 
tressing period we have been through, it 
might have added a bit to the general gloom 
to assume that everybody was going to die 
in a ‘bear market’; so we have done nothing 
as yet about urging people to revise their 
wills. Perhaps if we had been doing news- 
paper advertising, we might have joined the 
procession and put something in—and I can 
see a lot of merit to it in some ways—but, 
on the other hand, we might not have cared 
to ‘fall in.’ 

“T believe the medical records show that 
the death rate drops in bad times, which may 
add something to the other side of the pic- 
ture. However, we have one piece in our di- 
rect mail campaign for 1933 which suggests 
the rereading of wills for possible changes, 
which we are to send not only to our regular 
trust list, but also to those people who have 
lodged their wills with us. In that way, we 
think we are doing our duty by our customers 
in bringing this thought to their minds.” 


THE NORTHERN TRUST COMPANY OF CHICAGO 
J. Mills Easton, Advertising Manager, writes: 

“Twice this year we have published ad- 
vertisements in the Chicago newspapers, call- 
ing attention to the need for reviewing one’s 
will, and of course, each year at the turn of 
the year, we publish an advertisement under 
the heading, ‘This Is an Opportune Time to 
Review Your Will,’ or some similar headline. 
One of the advertisements used this year di- 
rected attention to the danger to the family 
of a will not revised since 1929 and suggest- 
ing tangible helps in safeguarding testamen- 
tary plans. I may quote from the text of 
this advertisement, as follows: 

“*There is a risk, in times like these, that 
a man’s carefully laid plans for the future 
may be periled by his own will. Busy and 
preoccupied, he is inclined to let his will re- 
main as it is for the present. But... this 
course may be a dangerous one. 

“ ‘Real hardship to the family—or to some 
member of it—is likely to result if a will 
written three years ago becomes effective to- 
day. 

“In addition to this direct risk, stipula- 
tions written into the will to meet a need of 
past years may work against the economical 
settlement of the estate today. Most men, 
reviewing their wills in 1932, are surprised 
at the extent of the changes they find de- 

irable. 
~~ in 
hould 


determining what these changes 
be, the Northern Trust Company of- 
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fers help. Its trust officers place their time 
freely at your disposal. They will be glad 
to cooperate, both with you and with your 
attorney. The actual rewriting of the will, 
of coures, should be left in your attorney’s 
hands.’ ” 


FIDELITY TRUST =~ OF PITTSBURGH, 


A. 
Alexander P. Reed, Vice-president and Trust Officer, 
advises: A 


“We are now engaged in examination of 
the provisions of every will in our custody. 
I enclose a form of letter which we are send- 
ing to those persons whose wills appear to 
be out of date. Also, in our newspaper ad- 
vertising we intend to emphasize the urgency 
of revising wills drawn before the deflation 
in property values. 

“About one-third of the wills in our vaults 
have been drawn or revised within the last 
three years. Our examination thus far has 
disclosed that many of the wills among the 
other two-thirds will result in injustices un- 
less they are changed. Although the respon- 
sibility is not ours, I am genuinely con- 
cerned. The course we have adopted is rath- 
er expensive and promises little in the way 
of immediate reward, but I feel we are ren- 
dering a real service not only to our custo- 
mers but to the public generally. The form 
of letter which we are sending out reads as 
follows: 

“*We have in our vaults a will which you 
executed on Possibly, because of 
legislation enacted since your will was writ- 
ten or because of changes in your circum- 
stances, your will should be revised. If you 
have not examined the provisions of your will 
recently, may we suggest that you do so, 
and, if you find it no longer properly ex- 
presses your wishes, that you arrange to have 
your lawyer make the necessary revisions?’ ” 


DETROIT TRUST COMPANY 


Julius C. Peter, Vice-president, communicates the 
following: 


“Early this year we ran several insertions 
of a newspaper advertisement, ‘Review Your 
Will in the Light of 1932.’ The copy called 
attention to changes in family circumstances, 
such as births, deaths and marriages, and to 
changes in property circumstances, with the 
resultant effect on the provisions of old wills. 

“In order to serve our own Clients still 
more directly, we have made personal calls 
upon them to suggest that they review their 
wills and trust agreements with the idea of 
bringing them up-to-date. The reception to 
this effort on our part was more favorable 
even than we had anticipated.” 
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UNION GUARDIAN TRUST COMPANY OF DETROIT 
John N. Stalker, Vice-president, writes: 

“T have your recent letter in which you 
inquire as to any steps that may have been 
taken by this company for bringing about 
the revision of wills or trust instruments 
because of changed conditions during the 
past three years. 

“We are fully alive to the fact that such 
changes are necessary in a very large num- 
ber of cases if the real desires of our clients 
with respect to testamentary provisions are 
to be carried out. The matter is one of con- 
siderable delicacy owing to the extremely 
confidential nature of the relationship which 
is established when a testator deposits his 
will with us. In many cases he would seri- 
ously object to having a letter addressed to 
him making any reference to such a rela- 
tionship. We considered the possibility of 
personal calls, but in view of the large num- 
ber of wills on deposit and other practical 
problems, which would have to be overcome, 
this plan was also rejected. 

“We accordingly had recourse to the fol- 
lowing: ‘(1) Advertisements published in the 
newspapers from time to time bearing on the 
question. These advertisements were of sub- 
stantial size and were headed respectively 
“Have You Reviewed Your Will Since 
1929?,” “Your Will. Have You Reviewed It 
Lately?’, “Have Conditions Changed Since 
You Made Your Will?’, “Have You Re 
viewed Your Will Lately?’ While there is 
a good deal of similarity in the headings, 
the copy is different in each ease. 

“*(2) In a circular letter sent out to our 
general list, reference was made to changed 
conditions, and the necessity for the revision 
of testamentary documents. This letter con- 
tained other matters also. 

“*(3) We arranged for the publication in 
newspapers as a news item of an interview 
with one of our officers, which bore the head 
line “Need to Alter Wills Is Cited. Decrease 
in Value of Securities a Factor.” 

“*(4) A faesimile of this newspaper ar- 
ticle was made on the inside of a double page 
folder, on the exterior of which was set up 
the regular letter head of our trust depart- 
ment. A letter was written on this letter 
head and sent to a special list (which in- 
cluded the depositors of wills) calling atten- 
tion to the matter of revision. This letter 
was, however, obviously a circular letter and 
the recipient was entitled to treat it as such. 
It was, however, sufficiently unusual to con- 
vince us that it would receive attention. It 
is on this letter that we place our chief re- 
liance.’ ” 
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COMMERCE TRUST caer OF KANSAS CITY, 


Fred M. Staker, Assistant Vice-president, writes: 

“Enclosed is a copy of the letter which will 
go out from our trust officer about the first 
of the year and which, I believe, will answer 
your inquiry as to methods we employ to di- 
rect the attention of our clients and others 
to the advisability of having their wills re- 
examined by their counsel with a view to 
needed revision. This letter, which bears 
the signature of our trust officer, Ralph L. 
Adams, reads as follows: 

“*To you and your family, your most im- 
portant business is your estate. You, as the 
chief executive in this business, should take 
stock of your estate the first part of each 
year. 

““Tf you have made a will, it should be 
reviewed now—perhaps your will makes spe- 
cific gifts to relatives, friends and charities 
—remainder to your family. Since the spe- 
cific bequests must be paid first, it is possible 
in the light of present conditions and the 
shrinkage in values that your wife and chil- 
dren may receive nothing. This review may 
develop the need of some changes in your 
will. If so, have your attorney make the 
necessary changes at once. 

“ “Tf you have not made a will, we urge you 
to do so without delay. If you leave no will, 
your estate will be “liquidated” and distrib- 
uted at your death as a business is liquidated 
when it is closed out. The court will appoint 
a liquidating agent (administrator). Your 
debts will be paid. If you do not have cash 
to pay them, sufficient of your property must 
be sold to the highest bidder for cash, to 
obtain funds. The remainder, if any, will be 
distributed according to the statutes—pos- 
sibly not at all the way you would desire 
it to be distributed. A carefully prepared 
estate plan will continue your estate as a 
“soing concern,” thus avoiding forced liquid- 
ating. You may appoint as chief executive 
officer of your estate (executor) an experi- 
enced executive such as this bank and finally 
you may stipulate who will receive your es- 
tate after your death. 

“<‘Whether you have a will or not, a dis- 
cussion with an officer of our trust depart- 
ment will help you make your plans and your 
lawyer will prepare the necessary papers to 
put the plan, or changes in your present plan, 
into effect.’ ”’ 


THE CLEVELAND TRUST COMPANY 
I. I. Sperling, Assistant Vice-president, states: 
“We direct attention to the advisability of 
reviewing wills, by means of a poster which 
is on display in all of our branch lobbies and 
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also reproduced as an advertisement in cer- 
tain magazines of selective circulation. The 
text of this poster and advertisement is as 
follows: 

“‘Would Your Will Disinherit Your Fam- 
ily? 

**__Qn today’s valuation of your property, 
be sure that taxes and your gifts-by-will to 
others will not deprive your dependents. 
Talk it over with your attorney.’ ” 


FIDELITY UNION ——, COMPANY, NEWARK, 


Leslie G. McDouall, Associate Trust Officer, advises 
cooperation with attorneys and says: 


“Shortly after the passage of the Revenue 
Act of 1932 this company sent out to those 
on a selected mailing list a letter over the 
signature of our president, Mr. Bacheller, 
suggesting that they review their wills with 
their attorneys and make sure that the plans 
contained therein were adequate under all 
circumstances. 

“At the same time we also sent out to law- 
yers on a general mailing list a copy of said 
letter so that counsel would be in a position 
to know what we had undertaken. 

“In addition to the above we have stressed 
the matter both in our advertising and in 
a new booklet which is about to come off 
the press.” 


BIRMINGHAM TRUST & SAVINGS COMPANY, 
BIRMINGHAM, ALA. 


A. Key Foster, Assistant Trust Officer, writes: 

“Concerning the methods that I use to in- 
duce trust department clients to come in and 
change or revise their wills, please let me 
say that the only method followed by us, at 
the present time, is to write them a letter, 
which is sent out about the first of each 
year. This letter is addressed to those of 
our clients whose wills have been on deposit 
with us for five years or more, and reads as 
follows: 

“In checking over our records, I discov- 
ered that several years have passed since 
you executed your will and left it with us 
for safekeeping. 

““Experience teaches that a will should 
usually be reviewed periodically, for chang- 
ing family and financial circumstances often 
make alterations advisable. Besides, inter- 
esting new developments in trust service are 
continually being devised. 

‘T am writing to suggest that you come 
in and review this document some time soon. 
It may be that its present provisions con- 
tinue to be satisfactory; any alterations, of 
course, will have to be made by your at- 
torney.’ ” 


SECURITY-FIRST NATIONAL BANK OF 
LOS ANGELES, CAL. 


L. H. Roseberry, Vice-president in charge of Trust 
Department, states: 


“T am enclosing herewith two copies of a 
small circular which this bank recently dis- 
tributed with the August and September 
bank statements to depositors. Approximate- 
ly 20,000 of these were so released. The man- 
agers of our principal branches were also 
requested to write letters to wealthy pros- 
pects using the attached sample letter for 
copy and enclosing one of the circulars en- 
titled “As a Matter of Safety.” Over 5,000 
of such letters were mailed during October 
and the first of this month. 

“Our trust advisors were able to directly 
trace to these circulars which we sent out in 
our monthly statements, ten wills represent- 
ing estates with an aggregate estimated value 
of $4,450,000. It is likely that the effective- 
ness of this circular exceeded these results. 
In addition to this our Long Beach trust 
department obtained two wills, aggregating 
$60,000 estimated value, from customers re- 
ceiving this circular. Many inquiries were 
immediately and directly traceable to it. A 
quickening in interest in wills and trusts was 
noticeable amongst all prospects who received 
this circular. Our trust advisors report that 
they have had more than usual results from 
this promotional material. It indicates the 
desirability of featuring in trust promotion 
subjects which are of current interest. It 
further shows that copy which appeals to the 
better types of prospects produces business 
of the class we most desire. In view of the 
success attendant upon this experiment we 
are planning similar timely messages which 
convey a direct relationship between cur- 
rent economic problems and estate and will 
planning. 


EXCHANGE TRUST COMPANY, TULSA, OKLA. 


H. L. Standeven, Executive Vice-president, writes: 


“A will is the most important document 
that a person executes. With one stroke of 
the pen, he disposes of an estate which was 
the accumulation of a lifetime. In the very 
nature of things, this document should be 
kept up to date. 

“We have not entered into an advertising 
campaign bringing this to the attention of 
the public, as we thought it wise to defer 
the matter until at least some of the dis- 
turbing questions that are before the coun- 
try are settled and we definitely know what 
the trend will be. We are making many 
personal contacts with our clients, calling 
to their attention the necessity of having 
their wills rewritten.” 





528 TRUST COMPANIES 


—_—— OO ODD. Dh EK 
8 6 Ek ee ee eS SS ee er 
_— ree On 


It’s Our Job to Manage 
Estates and Trusts 





CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 

. sells no securities. Its entire 
personnel is dedicated to a single 


purpose — the care and manage- 





ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street—New York 


eS 2 ——o4jjNwTN NM - OO ee 
SO eee OE Fe Pe Pe ee ee 
—_—_—_— MN - "POO 








PROBLEMS OF THE TRUSTEE IN CONNECTION 
WITH BOND ISSUES 


SUGGESTIONS FOR TRUSTEES IN THE MATTER OF TRUST 
MORTGAGES, FORECLOSURES AND REORGANIZATIONS 
H. L. STANTON 


Vice-president, 


Detroit Trust Company, 


Detroit, Michigan 


(Ep1ror’s Notre: The following article is particularly important at the present time, in 
view of the extraordinary difficulties confronting trustees in their duties to bondholders when 


mortgages are failing and foreclosure proceedings threaten. 


The author has given careful 


consideration to the unusual difficulties in these matters brought about by the present financial 


situation. 


He has suggested plans to prevent, if possible, foreclosures and to assist bond- 


holders’ committees, reorganization managers and the courts.) 


E are presently faced with new and 

abnormal conditions, and it now 

seems necessary for us to decide if 
we can qualify equally well where occasion 
demands in connection with those provisions 
of our agreements under which we have 
never expected to be called upon to act, those 
which deal with defaults and their remedies. 
While no reliable statistics are available to 
indicate the number and amount of these ex- 
isting defaults we know that they constitute 
a very considerable portion of the outstand- 
ing trust mortgage debt, that they are in- 
creasing with every maturity date, that they 
are world wide, and that they involve practi- 
cally every class of industry. 

It is not altogether strange perhaps that 
there should exist little understanding on 
the part of the general public of the rea- 
sons which contribute to this unfortunate 
situation. It is probably equally natural 
that this misunderstanding be accompanied 
by doubt and mistrust on the part of bond- 
holders and others whose interests are most 
vitally affected, they have probably had little 
occasion to have any true conception of those 
fundamental principles of bond financing 
which now operate to create default as well 
as to impede the adjustment of those already 
existing. To the corporate trust officer there 
is little that is mysterious in the existing 
situation. He knows that basically while 
some measure of this distress is attributable 
to a misconception of values and particularly 
of income values formed in more prosperous 
times the major part of it has its origin 
solely in the economic conditions which now 
prevail and from which practically all of our 
present financial ills arise, in the operation of 


those inexorable laws of supply and demand 
which have reduced the income of mortga- 
gors and their properties below the levels re- 
quired to meet their mortgage obligations. He 
also well realizes from his close association 
with the provisions of trust mortgage agree- 
ments and the inherent character of the debt 
created under them that these defaults orig- 
inate largely owing to the inflexible charac- 
ter of these agreements, the very essence of 
which impose fixed terms and obligations 
which while furnishing the real basis for the 
salability and negotiability of the securities 
issued under them admit of little or no lati- 
tude either in the avoidance of defaults or in 
the modification of unworkable provisions af- 
ter they occur. 


Handicaps of Underwriters 

Our agreements have been carefully drawn 
so as to admit of our doing many things un- 
der such unusual conditions but with the 
manifest purpose of not compelling us to do 
them. Some of these provisions, duties and 
remedies we may not well perform or exact 
unless we are properly directed and sup- 
ported; others are more optional. Unfortu- 
nately our courts in their latest decisions do 
not seem to subscribe entirely to the practi- 
cal worth of these safeguarding clauses, and 
so viewed solely from the standpoint of our 
actual liabilities we may well consider that 
we can minimize them only by diligence. 

We may well consider this as the situation 
which exists today at a time when there is 
apparently much to be done and when in a 
great number of cases it is evident that those 
most vitally interested are not and cannot 
be organized by usual methods, and where 
much of the organization which does exist 
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or is being attempted is either not well con- 
ceived or fails to inspire that degree of con- 
fidence without which it naturally will not 
succeed. We may have an important if diffi- 
cult problem confronting us in a determina- 
tion as to how far we may and will identify 
ourselves with this important work to fur- 
nish many essential elements which appear 
to be lacking in the reestablishment of a type 
of security of which we are such large hold- 
ers. 
Four Sources of Readjustment 

There are four sources from which it 
would seem that plans for readjustment or 
the application of legal remedies may pos- 
sibly emanate; from the mortgagor, from the 
bondholders, from the underwriters (com- 
monly called the bankers) or from the trus- 
tee. The position of the mortgagors is strict- 
ly that of debtors and plans originated by 
them or by others solely in their behalf 
should be subject to strict scrutiny. Bond- 


holders as a class are incapable of dealing 
competently and intelligently for themselves 
in such emergencies, they are scattered and 
ordinarily have little familiarity with the 
problems of the mortgagor and his property. 
They are often ignorant of the nature and 
operation of legal remedies and incapable 


themselves of originating and applying logi- 
cal measures of relief; they cannot be ex- 
pected to do more than subscribe to plans 
initiated in their behalf, or to delegate to 
others the power to do so. 

Bankers are the logical parties to under- 
take such a program but often in these times 
they no longer exist and sometimes unfortu- 
nately their motives are viewed with suspi- 
cion. Where they are able and willing to 
function and where they hold the confidence 
of their customers, the bondholders, it is de- 
sirable and fitting that plans be initiated and 
developed by them. 


The trustee is an impartial representative 
of all bondholders, in fact of all parties to 
the agreement. It should carefully preserve 
this status. This should at least be true so 
far as the staff which performs the trustee’s 
functions is concerned. It is doubtful if the 
trustee as such can make any binding agree- 
ment with the mortgagor except for all bond- 
holders, the minority as well as the majority. 
It will likely encounter difficulties in bid- 
ding for the mortgaged property in foreclos- 
ure sale unless in so doing it should be 
vested with authority to represent all bond- 
holders. ‘Similar difficulties will be encoun- 
tered by the trustee in connection with defi- 
ciency decrees and those problems involving 
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the equity of redemption. It is equally un- 
able to deal effectively with the interests of 
non-depositing or non-assenting bondholders 
and will likely encounter other legal and 
practical obstacles growing out of the very 
nature of its trusteeship. 


Two Common Agencies 

There has long since been developed two 
effective agencies for dealing with such situ- 
ations, first the time honored “Committee 
Plan,” second the employment of so-called 
“Reorganization Managers.” The “Commit- 
tee Plan” is the one most commonly em- 
ployed. For this reason if for no other it 
seems to have encountered some measure of 
criticism. It has many practical and legal 
advantages and such censure as it has occa- 
sionally deserved is probably more often oc- 
easioned by improper origination and mis- 
directed efforts than from any inherent fault 
in the plan itself. The employment of “Re- 
organization Managers” usually occurs only 
in exceptional cases and in connection with 
very large issues where the expense of such 
a program is warranted. It is essential in 
the furtherance of either of these plans that 
much in the way of competent, constant and 
intelligent service be rendered. The commit- 
tee cannot be expected to devote the time 
necessary to the development of research work 
or in the performance of routine duties im- 
portant as they may be. The better the make- 
up of the committee the less time its members 
will have to devote to such matters. The 
element of confidence which they create in 
the minds of their beneficiaries and the appli- 
cation of their judgment to important policies 
is not impaired by competent preparation of 
essential data for their consideration, or by 
the delegation of authority to others in the 
execution of their program. They may in 
fact, most intelligently and effectively func- 
tion as a sort of Board of Directors to an 
operating staff which can furnish analysis, 
impart information to bondholders, attend to 
secretarial duties, prepare and present plans 
for reorganization and adjustments, attend to 
management and collections, supervise fore- 
closures where necessary and generally dea! 
with their selected counsel in the perform 
ance of many functions which are vitally 
essential to the success of their efforts. 


Departments for Committee Service 
It is perhaps in the supply of these essen- 
tial elements as an adjunct, if you please, 
to committee operation that our services may 
be most logically offered and this seems to 
be the common viewpiont of those trust com- 
panies who have organized for this work to 
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any considerable extent, it seems essential 
in so doing to accomplish the desired results 
by the formation of a new department or 
division for committee service which may act 
solely for and in the name of and by reason 
of the authority which the committee pos- 
sesses. 

An outline of the current operations of 
such a department is interesting as _ indi- 
cating the volume and extent of the neces- 
sary work to be accomplished in default pro- 
cedure as well as for the methods employed. 
For the same reasons and to the same ex- 
tent that a cure in medicine must be pre- 
ceded by competent diagnosis it follows that 
no adjustment of a mortgage default may 
be properly attempted until a thorough an- 
alysis is made. Reports of industrial engin- 
eers and audits by certified accountants are 
warranted in some instances, new appraisals 
are often secured. In the case of the so- 
called real estate issues, involving perhaps 
a Majority of those which are common to all 
sections, a survey is essential indicating 
occupancy, rental rates, neighborhood char- 
acteristics, property condition and a study 
of past performance, present revenues and 
what is most essential an estimate of future 
probabilities. This analysis report may well 
be accompanied by photographs of the prop- 
erty, maps indicating location and such other 
data peculiar to the particular case as will 
minimize the time of the committee and con- 
tribute to a clear understanding of their 
problem. An information bureau is essential 
to prepare bulletins for the information of 
bondholders, bankers, statistical bureaus and 
other parties in interest. These bulletins 
should contain all information obtainable 
from the records of the trustee as to the 
conditions of the issue and from the subse- 
quent analysis of the additional facts therein 
contained. A secretarial service is likewise 
necessary. 


Agency for Soliciting Non-Deposited Bonds 

One of the most difficult and altogether 
the most disheartening problems that a com- 
mittee, or any other agency which is attempt- 
ing to set for bondholders encounters is that 
of securing the necessary measure of sup- 
port from the beneficiaries that they are 
seeking to serve, the task of securing a sufli- 
cient percentage of the bonds which will en- 
able them to act. ‘Trust indentures are 
shaped under the theory that if any default 
occurs the bondholders themselves as the 
chief parties in interest shall initiate and 
control action taken in their behalf and they 
very properly provide that this action be 
taken only when a certain percentage of 
them request that it be done—usually a 
majority. Unless and until this percentage 
is deposited, the committee is powerless to 
act. It may and usually does assume to do 
much in the way of preliminary investiga- 
tion to save time and to place itself in a 
position to act when it is properly empowered 
to do so but even this may be strictly speak- 
ing an assumption of powers which it does 
not legally possess. Some agreements con- 
tain provisions that a certain percentage, 
usually 75 per cent of the bondholders may 
take action to do certain things which shall 
be binding on the remainder. Authorities 
differ as to the worth of these provisions. 
Other agreements are silent in this respect 
and where this is true it is generally con- 
ceded that all of the bondholders must sub- 
scribe to the plan. Failure on their part to 
do so not only affects their own rights but 
it likewise delays the application of any rem- 
edies in favor of those who have deposited. 

A defaulted bond may be likened in many 
respects to a commodity which, since it was 
acquired by the owner, has been subjected 
to spoilage from unexpected, unusual, cli- 
matie conditions. This commodity must be 
disinfected and renovated or its value will 
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not only totally disappear but all of the rest 
of the product will be contaminated. The 
owner facilities for the per- 
formance of these operations. An agency is 
created which does have them and which asks 
the owners of all the product to bring it in, 
in order that sanitary measures may be 
employed to prevent rot which results from 
neglect and perhaps total disintegration 
which may accompany delay. The renova- 
tion process cannot proceed until all of the 
product is in hand. Unfortunately, bond- 
holders do not seem to accept this viewpoint 
and where they do not and to the extent 
that they do not. much unnecessary delay 
is being experienced in the confirmation of 
plans directed for their benefit and a very 
large and immeasurable loss is resulting not 
only to them but to countless others who 
have manifested a spirit of cooperation. 


possesses ho 


solicitation if attended with 
any success must be predicated on two neces- 
sary fundamental principles. First, that the 
agency employed, usually the committee, shall 
be competent, trustworthy and actuated by 
proper motives. Second, that the mediums 
applied to solicitation shall be possessed of 
all of the facts from which the bondholder 


Programs of 


may be informed of the status of his invest- 
ment, the necessities for his cooperation and 
of the nature and purposes of the relief plan. 
All manner of arguments, or nature of 
arguments, reasonable and unreasonable, 
logical and illogical, must be answered. 
The nature of the presentation, writter 
or verbal, and of the salesmanship dis 
played, has much bearing on the actual 
results obtained. The work must be so con- 
ducted as to secure the cooperation of all 
distributing agencies, not only to search out 
original sales but to cover the ownership 
which results from and thereby to 
attempt to secure the cooperation of present 
owners who unfortunately it many 
times acquire these holdings with the mani- 
fest purpose of avoiding any commitment 
which will impair negotiability or interfere 
with their plans for present or future gain. 


resale 


seems 


Foreclosures, Handicaps and Abuses 

Foreclosure is growing to be more and 
more an unpopular term. We like to think 
of it only as a measure to be applied when 
all other methods fail. Unfortunately for 
this viewpoint trust mortgages prescribe it 
as the remedy to be applied. A certain rela- 
tively small percentage of bondholders may 
initiate it, the consent of a much larger per- 
centage, in fact, practically of all, is re- 
quired to waive it. Fortunately, it does not 
have as its what the term 
implies, that is a complete divorce of the 
mortgagor from his properties. It may be 
and often is employed as a medium to affect 
reorganization rather than to prevent it. 
Often it offers the only avenue through which 
the interests of various parties may be legal- 
ly determined and by which proper titles 
ean be established. It is of course strictly 
a legal proceeding but it must be accom- 
panied throughout by the application of many 
practical and business principles, in a de- 
termination of the proper amounts that may 
be bid at foreclosure sales, the financing of 
all incident operation, the furnishing of all 
practical) facts and figures which are incident 
to the taking of the decree and finally the 
practical disposition or management of the 
properties acquired as a result thereof. A 
following of the strictly legal processes will 
also be aided and delays will be avoided by 
the maintenance of a docket which will indi- 
cate the sequence and occurrence of certain 
vital periods in the program, such as the 
date of sale, the period of redemption, ete. 
It is also essential that to all possible extent 
the preservation of the property during fore- 
closure be supervised and the avails be se- 


always object 








TRUST COMPANIES 


The Pendulum Swings 


Nothing is so remorseless as time. 


Men struggle valiantly to avoid 
paying the toll it exacts, but 
there is no escape. Age creeps 
on and the day arrives when 
labor must cease. What then ? 


Independance and peace, or De- 
pendence and heartbreak > 


Protect your old age with wisely-selected life insurance. 


p Che Prudential 


a | 
PRUDENTIAL 


Mas THE 
STRENGTH OF 
/. GIBRALTAR 


———————————— 
FOUNDED 
JOHN F. OR 





Jusurance Company of America 


Epwarp D. DuFrFieELp, President 
Home Office: Newark, New Jersey 











cured. This is an essential of complete com- 
mittee service. 

When a default occurs or is known to be 
impending the referred to a_ staff 
member who assumes control of it until some 
final adjustment is concluded. He initiates 
and supervises the investigations or surveys; 
he appears before the committee in a discus- 
sion of the case, conducts negotiations with 
interested parties as to plans for readjust- 
ment, and is generally responsible under of- 
ficial direction by the department head and 
official staff and subject of course to commit- 
tee control for its future handling. He does 
not, however, have to do with the perform- 
ance of any duties which are strictly under 
the control of the trustee, although he main- 
tains contact with the trustee as to 
He has the cooperation and 
assistance of other members of the staff who 
cover general assignments in all cases with 
respect to such matters as collections, prop- 
erty management, insurance, taxes and fore- 
closure procedure, he contributes the infor- 
mation in his possession to the information 
department for their use in the preparation 
of bulletins and for answering inquiries. Like 
service is rendered to his trust by the de- 
positary department but he maintains close 
contact with it. He also has at his disposal 


case is 


close 


these matters. 


the services of the staff which follows up the 
deposit of these bonds. His assignments and 
the status of them and the progress made in 
their adjustment are reviewed at weekly 
meetings of the official staff to which all of 
his cases are reported. He may report to 
a special committee of the Executive Com- 
mittee of the company in a similar way. Gen- 
eral policies affecting his work as developed 
from other legal decisions, and the 
opinions of counsel are likewise discussed at 
other general staff meetings which he at- 
tends. He, of course, works closely at all 
times with the committee’s counsel and the 
counsel for the trustee as to all legal matters. 

The first decision necessary after an ap- 
propriate investigation or survey has been 
completed is as to the suitability of any plan 
of adjustment or as often occurs a deter- 
mination that no plan is warranted by pres- 
ent facts. We have been passing through a 
period of steady and often rapid decreases in 
the revenue status of mortgaged properties 
generally, these rapidly shifting conditions 
often alter the aspects of carefully prepared 
plans before they can be placed in effect and 
in consequence many of the readjustment 
programs which were inaugurated in the ear- 
lier days of the present depression have 
proved unworkable for the reason that the 


cases, 
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performance of the properties since the date 
of the plan have changed as radically and 
much more rapidly than they had between 
the time the issue was originated and the 
plan was conceived. Where such conditions 
prevail unless there seems to be a sufficient 
margin of safety to care for probable or fu- 
ture changes, there is little to be gained in 
attempting anything in the way of a perma- 
nent adjustment. In such cases a waiting 
program may be advisable, or an immediate 
foreclosure may be indicated. A waiting pro- 
gram may involve an assignment of revenues, 
if the right to them does not already exist; 
it may contemplate the giving of a chattel 
mortgage on furniture, or other equipment 
not under the mortgage. It may ¢all for 
the installation of a budget control system, 
negotiations for new or amended forms of 
lease, the liquidation of non-essential assets, 
or other indicated plans looking towards a 
betterment of the mortgaged property and 
the operation from same, These may even 
extend to changes in management in which 
the bondholders are given a_ participation 
through their chosen representative. 


Receivership Proceedings 

In some states receivership proceedings are 
usually predicated on the occurrence of waste 
or abandonment, to prevent so-called milking 
processes or to avoid the attack of other 
classes of creditors. In other states the 
courts are loath to employ such remedies 
except in extreme cases but allow the mort- 
gagors the right to retain possession of their 
properties and of the revenues arising from 
the use of same, even though they are in 
default unless and until foreclosure is com- 
pleted and their equity of redemption has ex- 
pired. In other states and notably in Michi- 
gan, laws have been enacted which give the 
trustee the right to secure the revenues from 
the mortgaged properties in default from the 
date of the default, where an assignment of 
such revenues was contained in the indenture 
and where the mortgage was dated subse- 
quent to the passage of such legislation, these 
laws have been of great assistance in secur- 
ing for the benefit of the bondholders and 
for the preservation of the mortgaged prop- 
erty whatever revenues are available from 
its use, but action under the laws practically 
means management, for the revenues are 
available only to the extent that they exist 
after operating costs are paid, and the col- 
lection of them by assignment, therefore, 
practically means the payment from them of 
such costs. Where the mortgagors’ manage- 
ment is considered capable, arrangements are 
often made to continue him as agent for the 
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collection of these revenues and expenses are 
paid by the operation of a joint bank ac- 
count, or by the trustee from funds surren- 
dered to him. Operations under this act man- 
ifestly add greatly to the duties and respon- 
sibilities of the trustee. It has been held 
that these assignments and the rights of the 
trustee to collect thereunder extend even in 
the case of receivership and are binding on 
the receiver. Most of us have occasion to 
know of the “milking” processes which exist 
in these times and of the serious effects that 
they have on the interests of bondholders and 
on mortgaged property. Usually the trustee 
or authorized representatives of the commit- 
tee are the only ones in position to detect 
such eccurrences and to take steps to coun- 
teract them. Where no adequate legal rem- 
edies exist such waste can often be prevented 
by making suitable arrangements by exten- 
sions of time in exacting foreclosure reme- 
dies, in foregoing the right to deficiency de- 
crees, in arranging for the purchase of es- 
sential equipment not covered by the mort- 
gage, or by other forms of compromise which 
extend benefits in exchange for those re- 
ceived. 

In these days we see many plans which are 
being formulated and organizations which 
are being created for the adjustment of trust 
mortgage obligations which seem to be con- 
ceived under the theory that all present man- 
agement is bad. We trust companies know 
full well that all owner management is not 
bad, that much of it in fact is excellent and 
better than could otherwise be supplied. It 
may need help and cooperation and some 
improvement may thereby result but we also 
know, that in many cases nothing but re- 
versal of the conditions that now obtain will 
bring about such an improvement as will fur- 
nish the foundation for any sound plan of 
readjustment. Most trust companies operate 
a property management department which 
can competently deal with real estate prop- 
erties, where occasion demands; still others 
have industrial departments which can func- 
tion or assist in connection with mercantile or 
manufacturing properties, some may have a 
special staff competent to deal with public 
utilities, timber and other more specialized 
industries. 


Management After Foreclosure 


Management is also necessary in connec- 
tion with properties after they are acquired 
in foreclosure and when ownership as a re- 
sult vests in the bondholders. If a corpora- 
tion is formed the committee or those who 
they may elect or delegate, often supplies this 
corporate organization and management until 
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the preperty may be otherwise reorganized 
or sold. 

Much has been written and said upon the 
subject of “Debt Readjustment” and “Plans 
for Reorganization.” Many of the plans 
which have previously proved successful are 
useless to us now, because they are founded 
on new financing, which is not now avyail- 
able, or other conditions which do not now 
obtain. Consequently new types must be orig- 
inated which will fit these conditions. If 
there is any one thing that our experience has 
taught us it is this, that each case is a prob- 
lem by itself—it must be considered and 
treated accordingly, furthermore the old 
adage “that any plan is better than no plan 
at all’? does not seem to now obtain. Some- 
times no plan at all until the future course 
ean be more clearly ascertained seems to be 
the wise course, sometimes you cannot arrest 
the momentum gained in a downward course 
and start on the upgrade until the bottom has 
been reached, until you have reason to know 
that any change will be for the better—this 
is a decision that you hesitate to make at a 
time when mortgagors are crying for per- 
manent relief and when bondholders are 
clamoring for a security at a stable price 
with an assured income. If we could more 
clearly foresee the future our task would be 
easier; if we knew that we need not guard 
against the reoccurrence of present conditions 
we could act more accurately and with more 
certainty. 

3riefly stated, plans contemplate the re- 
shaping of past obligations not solely to con- 
form to present conditions, but present and 
future as we now see them and as we esti- 
mate they will exist. Sometimes changes in 
interest rates alone are required. More of- 
ten principal payments require readjustment 
and oceasionally it is wise to have one fixed 
maturity and retirement according to the 
funds available, after interest, taxes and oth- 
er fixed charges. In the absence of new re- 
financing these revenues will often be re- 
quired to be applied to the retirement of de- 
linquent taxes and other accumulated ex- 
penses—they will be practically mortgaged, 
so to speak, for an undetermined future peri- 
od for that purpose. Sometimes it is advis- 
able to scale down the fixed debt and issue 
participation certificates or stock, or some 
form of new security for that portion of the 
debt which it is estimated future revenues 
will not support. This should logically come 
ahead of the owner’s equity. In other cases 
the present mortgage must be entirely re- 
placed in favor of a new secured obligation 
for working capital. In still other cases noth- 





Service in Canada 


We invite correspondence 
with United States cor- 
porations and individuals 
requiring a trustee to deal 
with Canadian assets. 





eA 
‘ 


{ 
ica SN 
ayy 


‘ 
owouse? 


National Trust 


Company, Limited 
CapitalandReserve .. . $6,000,000 
Assets under Administration, $265,000,000 


Toronto Montreal Hamilton Winnipeg 
Saskatoon Edmonton London, England 








ing but a strictly income bond is warranted. 
If the mortgage must be foreclosed, bondhold- 
ers thereby acquiring the property, they may 
take stock in a new corporation formed to 
own it, proportionate to the amount of their 
original bond holdings, or a trust may be es- 
tablished for their benefit in which they re- 
ceive certificates of beneficial interest. These 
plans both have their advantages and disad- 
vantages, The trust is simpler and avoids 
some forms of corporate taxes but it presents 
complications in the allocation of income 
which may be derived from the property for 
Federal tax purposes. 

In some cases where bonds have not been 
distributed too widely or where the changes 
contemplated are not too radical alterations 
may be stamped on ‘the original, new coupons 
can be attached and the originals surrend- 
dered back to the owners in their changed 
form. In other cases the preparation of new 
securities is indicated, or demanded. Occa- 
sionally where there are guarantees or sup- 
plemental agreements which may not be eas- 
ily altered, or the authority for change in 
which may not be obtained, it is possible to 
preserve the liens and agreements existing 
under the original agreements intact and 
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have the old bonds deposited in escrow in 
exchange for new ones-—the hew ones to re- 
main in force so long as there is no default in 
their terms. miy 
then be surrendered back for the old ones 
with all of their rights. Other similar plans 
may be developed in which the old securities 
are practically held as collateral for the new 
ones. 


The Michigan Act—Effect of Court Decision 

In Michigan we had a law passed last year 
which was to the general effect that wien a 
property was bid in at a foreclosure sale, if 
there was no adequate bid from an outside 
source, as is almost always the case, the ma- 
jority of the bondholders. might, acting 
through their committee or through their 
trustee, bid the property in at a price which 
the court would approve and all of the bond- 
holders were then forced to take an interest 
in the property which the majority had 
agreed to take. The property was then un- 
der the jurisdiction of the court until it could 
be sold and the proportionate equal right of 
all bondholders be thereby determined and 
paid. This law was declared unconstitutional 
after a trial suit, under the theory, that no 
non-assenting boldholder could be deprived 
of his right to have his debt paid, although 
unfortunately the court could not say from 
what source he could be paid. Many cases 
had proceeded under this act which 
to solve a very vexacious problem involving 
the treatment of a non-depositing bondi.older. 
These proceedings fell and most of them had 
to be started over again. We are still with- 
out an answer to that disagreeable question, 
from where and how and why shall the non- 
assenting bondholder be paid and it has been 
necessary to resort to other and older meth- 
ods to limit the price of his pound of flesh 
for in the end, of course, the burden falls on 
those who cooperate to provide for those who 
do not. 
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Necessity for Changes in Mortgage 
Agreements 

In Michigan we have had established by act 
of our last Legislature a sJondholders’ 
Advisory Board which is empowered to give 
a large measure of state control of all 
classes of defaulted bonds. <All 
required to report to it all defaults and all 
subsequent happenings. Much is hoped for it 
but it is of recent creation and its real worth 
has not. as yet, been demonstrated. We have 
learned that changes in the form of mortgage 
agreements are indicated, that 
provisions must be made more rigid to cor- 
rect abuses, others must be more flexible to 
admit of relief under extraordinary condi 
tions, all of them will doubtless require more 
in the way of police power to be extended by 
the trustee and will consequently add to our 
duties and responsibilities. Moreover, we 
are learning that we must be more careful to 
scrutinize the merit and inherent qualities of 
loans before we accept trusteeship under 
them, that many of the cardinal virtues upon 
which we have so fondly counted do not ex- 
ist, or exist in less measure than we had an- 
ticinated in times of distress, that the worth 
of personal guarantees and the integrity and 
performance of individuals and corporations 
which we have accepted sometimes in the ab- 
sence of more tangible value does not always 
compensate for it: in short, that the largest 
vessels do not always most safely weather 
financial storms and that the captain does 
not always elect to go down with his ship. 

we ate ote 
FAITH IN REAL ESTATE MORTGAGE 
INVESTMENTS 

“We have faith in the real estate mortgage 

past, present and to come,’ says Philip A. 
Benson, president of the Dime Savings Bank 
of Brooklyn, N. Y. He says further: ‘To- 
day it is the single investment open to mutual 
savings banks which them to build 
up their surplus. <All other investments yield 
just about enough to pay depositors the cur- 
rent rate of dividends and leave something 
over for expenses. It is to the real estate 
mortgage that we look for excess income. 
While it is less liquid, it has been profitable 
and this quality must always make the real 
estate mortgage the cornerstone of savings 
bank investment. 

“T believe too 
investment for other trust 
many private investors and in saying this 
I have in mind the comfort and _ security 
given to thousands of investors by guaran- 
teed first mortgages. We know not only its 
intrinsic soundness but we appreciate the 
social value of the mortgage loan.” 
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Doss YOUR PRESENT 
TRUST ACCOUNTING PLAN 
OFFER YOU ALL OF THESE 

ADVANTAGES? 


Here is a simple, comprehensive trust 

accounting plan that puts complete information 

regarding each trust at the fingertips of the trust officer... 
and, at the same time, provides these further advantages: 


Adaptable to any type of trust. 

Simple enough for any bookkeeper to operate. 

Plain enough to be understood by every person in the department. 
Flexible enough to provide for unlimited expansion. 


Inclusive enough to handle every conceivable type of trust transaction 
as a matter of routine. 


Gives absolute control of every trust and every transaction. 


Gives a daily automatic balance of each trust and the entire trust 
department. 


Supplies information for audits, court reports, annual statements, 
etc.—eliminating special analyses. 

Simplifies and speeds up income tax work because it makes instantly 
available, the earnings, expenses, and proven net balance for the 
period, of each and all assets—thus eliminating the necessity for 
making a special analysis of the income cash account. 


Unless your present trust accounting plan offers you a// these 
advantages, it will pay you to investigate Burroughs Simplified 
Trust System. Learn why trust officers everywhere give it their un- 
qualified approval. Phone the local Burroughs office, or write — 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 
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SHOT WATER ABOVE THE ROOF OF ‘THE BANK; 


As The New York Evening Post was going to press on May 23, 1832, one of its staff noticed 
a great crowd gathered in Wall Street. “In a few moments a jet of water rising above the 
roof of the Bank of New York apprised us of the cause,” he wrote in the next day’s issue. 
It was the Fire Department testing the new hydrants lately placed in that quarter. To the won- 
der of all, the stream of water, “with a force fully equal to that of a fire engine,” rose above 
the tallest houses in the street-—which was then lined with three and four story buildings. 
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Bank has been to maintain a personal relationship 


between its clients and its officers. Here banking is a 


personal matter; each client receives individual attention, 
and senior as well as junior officers are readily accessible 
at all times. 
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NEW YORK 
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MEMBERSHIP 
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BUSINESS RECOVERY 


DISCUSSING EMERGENCY AND BANKING REFORM MEASURES 
EDMUND PLATT 


Vice-president, Marine Midland Corporation and formerly Vice Governor of the Federal Reserve Board 








(Epiror’s Note: Mr. Platt directs timely attention to the important and influential 
position occupied by banks in stimulating and financing business recovery. He discusses 
emergency measures and Federal Reserve policies as inducing return to confidence and 


the banishment of fear. 


Mr. Platt, however, places greater reliance upon constructive 


measures to insure business stability and to safeguard the banking and credit structures. 
His conclusions command serious attention because of exceptional grasp of economic 
essentials and keen analysis of current trends.) 


IRACLES must not be expected of 
any banking system, least of all of 
the heterogeneous banking systems 
of the United States. The past year of panic 
and stress, of unprecedented Federal Reserve 
open market operations, of stupendous rescue 
measures by the Reconstruction Finance Cor- 
poration, of schemes and panaceas from the 
monetary economists, have demonstrated 
pretty clearly that some things can be done 
even with a bad banking system, and that 
some things can’t be done even with the best 
of banking systems. It has been demon- 
strated that the power of central banks to 
influence price levels, or even to promote sta- 
bility of prices has been very much over- 
rated. 
The various 
past year, the 


emergency measures of the 
Reconstruction Finance Cor- 
poration, the Glass-Steagall Act, ete., have 
proven vitally essential as life lines for 
rescue—but none of them have gone to the 
root of the matter. With conditions so far 
as business is concerned just as bad in Eng- 
land and in Canada there have been no bank 
failures, no lack of confidence in banks and 
no hoarding of currency or of gold. 
Obviously our banking system itself must 
be largely at fault and the depression has 
been greatly deepened in this country because 
of unnecessary distress and drastic restric- 
tions of credit in many communities where 
banks have closed; or where they have been 
compelled to operate under a sort of mora- 
torium. The efficiency of American banking 
in promoting recovery will depend largely 
upon whether bank failures have been perma- 
nently checked and I regret exceedingly that 


Senator Glass’s Banking Reform Bill could 
not have been passed at the recent session 
of Congress. It should be taken up and put 
through at the earliest moment in the Winter 
session. Several of its sections are vitally 
constructive and necessary, particularly the 
sections designed to prevent bank failures 
by providing for branch banking through the 
consolidation of the smaller banks, and the 
sections providing for regulation and exami- 
nation of group banking and of affiliates. 
Assuming, however, that bank failures 
have been almost entirely stopped (there 
were but sixty-five in September) and that 
confidence in the fundamental soundness of 
American ‘institutions is returning, what can 
banking do to promote recovery? As I have 
said, miracles must not be expected either 
of our commercial banks or of the Federal 
Reserve System. It seems to me that no one 
thing has done much more harm in this de- 
pression than the persistence of belief that 
by some manipulation of credit or currency 
by the banking system the price level could 
be brought back to that of 1926 or of 1929. 
What the Goldsborough Bill sought to ac- 
complish is I believe impossible of accom- 
plishment by any sane banking means. 


Gold and Adjustment to Sound Price Levels 

The price level of 1921-29 is gone past re- 
covery and many of the necessary adjust- 
ments to a lower level have already been 
made. Others in my opinion must be made 
before we can proceed far on the road to re- 
covery. Yet this idea of restoring the price 
plateau of 1921-29 has received the encour- 
agement not only of foreign economists, like 
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Keynes of England, Cassel of Sweden and 
even of Sir Arthur Salter whose recent book 
“Recovery, the Second Effort’ is exceeding- 
ly interesting and valuable, but of several 
well-known economists in our own country, 
and has considerably influenced the adminis- 
tration in Washington. 

These theorists believe that the chief cause 
of the debacle of 1929, and of the great de- 
cline in the price level during the past three 
years was monetary—a shortage of gold, mal- 
distribution of gold or restriction of credit. 
It is not my province to discuss these mat- 
ters but I cannot refrain from stating that 
there is no evidence of a shortage of gold. 
The central banks of the world gained some 
$450,000,000 in gold during the year 1931, 
according to the recently published report 
of the Federal Reserve Board—while prices 
the world over were steadily declining. 

The production of gold is increasing as 
always has been the case in times of depres- 
sion and of lowered mining costs, and seems 
likely to $300,- 
000,000 of gold has unexpectedly reappeared 
from the hoards, mostly of India. Fur- 
thermore, less of the new production goes 
into the arts or into industry in such times 
and more into monetary stock. So far as 
our own country is concerned we gained gold 


surpass previous records; 


during the first part of 1951 until September 
when we had over $5,000,000,000—more than 
enough to pay off in gold all of our paper 


money in 
suspension 


circulation. Then, following the 
of specie payments in England, 
we exported some $750,000,000 of gold in six 
weeks. 

During the nine months from September to 
June we exported or earmarked for foreign 
account the stupendous sum of $1,547.000.000, 
of which $1,215,000,000 went to Europe, prin- 
cipally to France, Holland and Switzerland. 
During the same period, however, we im- 
ported $434,000,000 of gold, principally from 
Japan, China and Latin America—so the net 
reduction of our monetary gold stock was 
$1,113,000,000. A huge decrease—but we still 
had at the low point in June as much gold as 
we had in 1928 when prices were at least 30 
per cent higher than they are now and nearly 
a billion dollars more than we had in 1921, 
and some two billion dollars more than we 
had in 1914. In short we have about twice 
as much gold now as we had in 1914 but the 
price level is lower now than it was then! 


Creation and Control of Credit 
To discuss the much talked of maldistri- 
bution of gold would lead me still further 
afield, into the matter of reparations, war 
debts and tariffs. I may say, however, that 
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these in my opinion have played a much 
larger part in the reduction of prices than 
volume of gold, or volume of currency in 
circulation, or restriction of credit. Here 
another citation from the recent annual re- 
port of the Federal Reserve Board seems per- 
tinent. From the autumn of 1929 to the 
end of 1931 there was an unprecedented de- 
flation of bank credit, amounting to $8,750,- 
000,000 but the total volume of bank credit 
(total loans and investments) of all banks in 
the United States at the end of 1951 was still 
$50.100,000,000 or about the same as in the 
autumn of 1925. Prices in 1925 were higher 
than they were in 1929 or in 1926 (the year 
chosen as 100 by the Bureau of Labor, the 
Federal Reserve Board, Professor Fisher and 
other index makers). 

The price level as 
indexes fell something like 35 
tween the autumn of 1925 and the end of 
1931 yet the volume of bank credit out- 
standing was substantially the same. That 
is something for the monetary theorists to 
explain. They appear to believe that prices 
are absolutely controlled by the volume of 
credit and currency, and that these can be 
arbitrarily controlled by the banking system, 
through the manipulation of a group of men 
sitting in Washington. 

The theory that credit can be pumped into 
the country through security purchases by 
central banks has been given a very thorough 
test by the Federal Reserve System, during 
the present year, and even Mr. McKenna of 
the Midland Bank of London admits that it 
has been a failure, so far as raising prices is 
concerned. 


these 
per cent be- 


represented by 


Federal Reserve Policy 

Certainly, if the purpose of the Federal 
Reserve System in purchasing governments 
in tremendous volume from February to 
August was the increase of prices it has 
failed—but if its main purpose was to aid 
in the restoration of confidence and to re- 
lieve the member banks so far as possible 
of debt so that they could feel free to ex- 
tend credit when a real demand for credit 
appears then I think it has accomplished a 
great deal. The restoration of confidence 
had to come first, depositors must be willing 
to borrow and must see opportunity for prof- 
itable investment before they will do their 
part in creating further deposits. 

Sound banking is essential to recovery, 
but “inereased bank credit is the result, not 
the cause of a revival in general business 
conditions.” Increased circulation of cur- 
rency is also the result of increased busi- 
ness, and currency arbitrarily put into cir- 
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culation as proposed by the recent soldiers’ 
bonus bills, would not stay in circulation, 
but would almost immediately find its way 
to the Federal Reserve banks, displacing an 
Federal Reserve cur- 
piling up idle reserves 
for the member banks. This is also true of 
the increase of national bank circulation. 
About $117,000,000 of this hew currency 
had been issued up to November 1st, but an 
almost equal amount of Federal Reserve cur- 
during the past 


equivalent amount of 


rency or of gold, or 


has been canceled 


three months. 


rency 


Effect of Distress Selling 

The very low. prices of commodities and 
securities in the early summer were due to 
panie, fear of further bank suspensions or 
of a possible complete breakdown of our 
banking system to the point of issuing clear- 
ing house certificates, the foolish talk of go- 
ing “off the gold standard,” of which there 
was never any real danger, and to distress 
selling. With the passage of the panic stage 
after the cessation of gold exports, 
prices naturally began to recover and the 
recovery proceeded rather steadily from week 
to week during the summer and early Sep- 
tember. Such a recovery was natural and 
though some of it may have been helped by 
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Banking and Fiduciary Services 
in Philadelphia 


The Integrity Trust Company, with its Main 
Office in the heart of the financial district, 
and six other offices in Philadelphia, offers 
correspondent, financial, and fiduciary serv- 
ices to banks and bankers. 


Established 1887 


Capital, Surplus and Profits over $15,000,000 
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government policies, it is not necessary to 
cite any monetary policy as having had any 
considerable part in it. Furthermore, since 
September 9th, with excess reserves piling up 
from week to week, prices have been slipping 
back. 

Much of the distress selling could have 
been avoided if we had had a stronger bank- 
ing system, for banks had a very large part 
in it, many of them through necessity of 
obtaining funds to satisfy frightened depos- 
itors and some of them through the natural 
desire to be as liquid as possible. Not all 
of the deflation of loans and deposits, how- 
ever. has been due to pressure from the 
banks. Depositors not only ceased to create 
more deposits by borrowing—they also vol- 
untarily cut down deposits by paying what 
they already owed, believing that in such 
times one can make no better investment 
than to pay his debts. 

The reduction of bank credit during the 
past three years and particularly during the 
past year has been greater than in any 
other period of our history. Much of it has 
been due to the inherent weakness of our 
unit banking system in rural and outlying 
communities. In New York the deflation of 
eredit was checked several months ago, but 
elsewhere continued during the summer, 
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though prices were rising. Now (November 
9th) the Reserve statements seem to give 
evidence that a turn is near—that deflation 
of credit has ceased. Deposits in the third 
quarter showed some increase, due partly to 
gold imports. Bank investments, principally 
government securities, have increased, but 
the loans of reporting member banks have 
not yet stopped their long decline, and 
reached a new low on November 9th. 
The rate of decline, however, is much les- 
sened and New York City banks have in- 
creased loans somewhat in recent weeks. 

Our leading banks in the financial centers 
are in exceptionally strong liquid position. 
The great majority of all our banks have 
weathered the storm, a good many of them 
with the aid of the R. F. C. and the Federal 
Reserve, to be sure—but they are now re- 
ducing their indebtedness. Federal Reserve 
policy, together with gold imports and the 
return of currency hoarding have _ pro- 
vided excess reserves in the financial cen- 
ters on which a considerable expansion of 
eredit could take place. With confidence 
fully restored, when the business community 
is ready to make use of that credit—when 
the depositor is ready to do his part in the 
“creation of credit’ the banks will be eager 
to do their part. 


fe ae 
MELVIN TRAYLOR ON ELECTION 

Melvin A. Traylor, president of the First 
National Bank of Chicago and frequently 
mentioned as a possible member of the Roose- 
velt cabinet, hails the result of the Presiden- 
tial election as a cause for greater confidence 
and genuine hopefulness. He says: “I have 
never believed that any party or any indi- 
vidual could have a legislative program 
which will work the miracle of immediate 
restoration of satisfactory economic condi- 
tions in this country or in the world. 

“IT do believe, however, that much can and 


W. GRAHAM BOYCE, Vice-president 





will be done by the legislative and adminis- 
trative departments of the new administra- 
tion, which will inspire and maintain public 
confidence in the integrity and soundness of 
our political system, our economic structure 
Such sustained confi- 
is primary and fundamental to the 
slow of recovery from the wreck 
caused largely by human folly. 

“Our social distress will respond and im- 
prove with economic recovery, and economic 
recovery will move forward immeasurably 
with sound political programs. The _ spot- 
light is on a new party and I welcome, with 
faith and high hope, the new administration.” 


and our social order. 
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EpwAarRD K. MILLS 


President, Morristown Trust Company, Morristown,N. J., 
who has been elected Class A Director of the Federal 
Reserve Bank of New York 
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THE FIRST 
NATIONAL BANK 
OF 

NEW YORK 


* 


The great streams of money that constantly 
flow through the gigantic financial institu- 
tions of New York demand the utmost in 
protection. To the imposing list of New York 
banks that enjoy the security of York Vaults 
| another important name is now added ¢ + 
The First National Bank of New York. 


* 


Regardless of its size, your bank, 
too, can. enjoy the same skill and 
experience in vault construction 
that have made the name of York 
preeminent throughout the 
world. We will gladly confer 
with you regarding the type and 
size of vault your bank requires. 


+ 
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@ YORK, PENNSYLVANIA © 


MANUFACTURERS AND BUILDERS OF THE WORLD'S GREATEST VAULTS 


NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 
BOSTON NEW HAVEN LOS ANGELES HAVANA 
PHILADELPHIA HOUSTON PITTSBURGH TOKYO 
SEATTLE CHICAGO MONTREAL SHANGHAI 


FIRE ANE SBURGLAR PROOF SAFES ANDO CHESTS . 2. 
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CAREFUL ATTENTION 
TO DETAIL 


"THE scrupulous care given to the detail of 
administration of estates and trusts by 
Provident Trust Company is the result of long 


experience. 


In using Provident service in ancillary adminis- 
tration in Pennsylvania you will receive helpful 


and reliable cooperation. 
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RIGHTS OF LIFE TENANT AND REMAINDERMEN 
IN FORECLOSED MORTGAGES 


PRINCIPLES TO BE OBSERVED IN APPORTIONING FORECLOSURE 
EXPENSES, TAXES, LOSSES, ETC. 


W. L. NOSSAMAN 
Trust Counsel, Security-First National Bank of Los Angeles, Cal. 


(Epiror’s Norte: 


ee 


In connection with the treatment of mortgage loans as trust invest- 


ments a question of immediate concern to trust officials is that of determining the respective 


rights of life tenant and remaindermen in foreclosures. 


This subject has been discussed in 


two articles appearing in the April and September issues of Trust Compantes. While the 
following article is in no way critical of these articles, Mr. Nossaman submits a simplified 
method in dealing with this subject, based upon analysis and consistent with adjudicated 
{merican and principal English cases.) 


HE method outlined below for handling 

foreclosed mortgages, with particular 

references to the rights of life tenant 
and remainderman therein, has, I believe, the 
merit of simplicity, Analysis of the adjudi- 
eated cases will, it is submitted, show that 
the suggested method is, with one exception, 
in its essentials consistent with, and in effect 
required by, all the authorities upon this 
point, any cases apparently contra being dis- 
tinguishable. The exception referred to is 
that in New Jersey the life tenant is entitled 
to share pro rata with the remaindermen in 
profits accruing on subsequent sale by the 
trustee after foreclosure. It seems improb- 
able that this exception would be generally 
followed. 

Manifestly it is impossible definitely to pre- 
dict the holdings of courts before whom this 
issue has not there seems to be a 
that if this 
question arises and is properly presented— 


come, but 
basis for reasonable confidence 
a factor of an importance by no means negli- 
gible—the conclusions stated will have to be 
upheld not only upon the basis of such au- 
thorities as there are, but as furnishing the 
only practical, workable and just rule. Fur- 
ther, it involves minimum risks to the trus- 
tee, since but one distribution is made, giv- 
ing opportunity to settle at one time all con- 
flicting demands. 


Summary of Simplified Method 
The suggested method may be summarized 
as follows: 
In the absence of specific provisions in the 
narticular trust—a facet which should always 
be first ascertained—the following rules gov- 


ern, both in participated and unit mortgages: 
(1) Each parcel of foreclosed property 
(and for this purpose any number of parcels 
foreclosed upon at one time and constituting 
the security for the same debt are to be 
regarded as one) should be carried in a spe- 
cial account into which will be charged the 
entire cost of the property, including: 

a. Principal and interest due when the 
trustee finally disposes of the prop- 
erty (not when it purchases the 
property at foreclosure sale). 

b. Taxes and assessments paid prior to 
the trustee’s disposal of the property. 

ce. Attorneys’ court title 
charges, and other expenses incident 
to foreclosure. 

Taxes and insurance, 
repairs and other items of expense 
incurred in carrying the property. 


fees, costs, 


assessments, 


All the foregoing items are charges against 
corpus. 

(2) When the property is sold by the trus- 
tee, the proceeds will be divided between 
principal and income in the proportion that 
the total of the foregoing items (less rents, 
proceeds of deficiency judgment, and any oth- 
er items credited thereon) bears to the total 
interest unpaid up to the time of such sale, 
subject to the qualification that there can be 
credited to income no amount in excess of 
such interest. Any profits realized on the 
transaction above the amount above specified 
go to corpus. (Certain New Jersey cases 
contra on this point. See below.) 

(3) Rents received both during the period 
of redemption and after must be retained in 
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the account and are not to be distributed to 


the life 


tenant. 


(4) In the event of redemption, whatever 


penalty 


(in California 1 per cent per month) 


is required to be paid by the mortgagor will 
go into the common fund. 
(5) Note particularly: 


a. 


b. 


The amount for which the property 
is bid in at foreclosure is immaterial. 
The trustee’s cost will be the items 
stated under (1) above and not the 
amount of its bid at foreclosure al- 
though this cost may as indicated be 
decreased by sums realized on defi- 
ciency judgment. 

There is no attempted apportionment 
or adjustment as between life tenant 
and remainderman wntil the prop- 
erty is sold by the trustee. 


Application of Rules 


(6) The foregoing rules apply: 


a. 


b. 


Where the mortgage foreclosed upon 
is an investment made by the trus- 
tee, or 

Where it is an investment, coming 
into the trust, made by the trustor 
or testator, or 


ec. Where real property comes to the 


trustee with mandatory direction 
(not a mere power) to sell, and in 
the execution of that direction the 
trustee takes back a mortgage on the 
property sold. 


They do not apply 


d. 


Where real estate comes to the trustee, 
With a mere power (not a mandatory 
direction) to sell and in the execu- 
tion of that power the trustee takes 
back a mortgage on the property 
sold, which is later foreclosed. This 
class of cases, relatively few in num- 
ber, is the converse of those above 
enumerated. The life tenant will 
bear the carrying charges and re- 
ceive the income. As to foreclosure 
expenses, quer’. 


Leading American and British Cases 
The foregoing conclusions are based upon 
the following, which are believed to include 
substantially all the American and the prin- 
cipal English cases: 
(1) a. 


Foreclosure expenses and carrying 
charges paid out of principal. 

Re Marshall, (Surr. Ct. 1904) 43 
Mise. 238, 88 N. Y. S. 550. 

Re Tuttle, (Prerog. Ct. 1892) 49 
N. J. Eq. 259, 24 Atl. 1. 

Trenton Trust & Safe Deposit Co. vs. 
Donnelly, (1903), 65 N. J. Eq. 119, 


55 Atl. 92. 


In none of the above cases does it appear 
whether or not the property foreclosed on 
yielded income. 

Re Pitney, (1906) 113 App. Div. 845, 
99 N. Y. S. 488 (no income from 
property). 

Myer’s Estate, (Surr. Ct. 1916) 161 
N. Y. S. 1111 (some income from 
property, but insufficient to pay 
taxes, repairs and carrying charges). 
See Re Jackson, under 2 (b) infra. 
2 Perry on Trusts (7th Ed.), sec. 
548e (adds the qualification that 
sarrying charges after foreclosure 
are to be paid from principal if the 
property is unproductive). This qual- 
ification, purporting to be based on 
Re Pitney, supra, is not sustained by 
that authority and is believed to be 
unsound. 

See also Parker vs. Johnson, 37 N. J. 
Eq. 366 (appears incidentally that 
all “costs, charges and expenses” 
were charged to corpus). 

As to foreclosure erpenses, it seems prob- 
able that in California they are chargeable 
against principal. 

Re Gartenlaub, (1921) 185 Cal. 648 
(Attorneys’ fees incurred in litiga- 
tion over whether premiums on secu- 
rities were chargeable against prin- 
cipal or interest, chargeable to cor- 
pus). 

Re Duffill, (1922) 188 Cal. 536, 557 
(same as to expenses of litigating 
validity of trust. Court says costs 
of litigation usually regarded as ex- 
traordinary or unusual expenses). 
Re Dare, (1925) 196 Cal. 29, 42 (ex- 
pense incurred in taking title to land 
subject to second mortgage held by 
trust, chargeable to corpus). 


Carrying Charges, Expenses and Taxes 
The matter of carrying charges is depend- 
ent on the principles governing payment of 
tares and assessments, while title to the prop- 
erty is held by the trustee, and will be again 
referred to below. 
(1) b. Foreclosure erpenses paid out of in- 
come. 
Appeal of Wordin, (Conn. 1899) 42 
Atl. 659. (Case probably explain- 
able on ground foreclosure was not 
completed and therefore did not re- 
sult an accretion to, or substitution 
of an item in, principal fund.) 
.Tares and assessments paid out of 
principal. 
Re Marshall, supra. 
Re Pitney, supra. 
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Re Myer’s Estate, supra. 548ce. Veazie vs. Forsyth, 76 Maine 


Trenton Trust & Safe Deposit Co. vs. 172. Greene vs. Greene, (R. I. 1896) 


Donnelly, supra. 

Stone vs. Littlefield, (1890) 151 
Mass. 485. (No income from prop- 
erty.) 

b. Taxes, while property is being car- 
ried by trustee, paid out of income. 
Re Tuttle, supra. Questioned in later 
New Jersey case of Trenton Trust & 
Safe Deposit Co. vs. Donnelly, supra. 


Recent Surrogate Court case, Re Jackson, 
(1929) 239 N. Y. S. 362, seems to make ar- 
bitrary division of taxes between principal 
and income, but says an item of $200 paid 
to a title company, apparently in connection 
with foreclosure, should be charged to prin- 
cipal. 

(3) Proceeds to be apportioned between 
principal and income in ratio of in- 
terests of principal and income in fund 
realized. Re Marshall, supra. Meldon 
vs. Devlin, (1898) 53 N. Y. S. 172, 31 
App. Div. 146, affirmed 60 N. B. 1116. 
Re Jackson, supra. Re Myers, supra. 
Roosevelt vs. Roosevelt, (Surr., N. Y. 
1881) 5 Redfield 264, 2 Perry, Sec. 


35 Atl. 1042. Hagan vs, Plat, (1891) 
48 N. J. Eq. 206, 21 Atl. 860. Parker 
vs. Seeley, (1897) 38 Atl. 280, 56 N. J. 
Eq. 110, Skinner vs. Boyd, (1925) 98 
N. J. Eq. 55, Re Tuttle, supra. Trenton 
Trust & Safe Deposit Co. vs. Donnelly, 
supra. Moore vs. Johnson, (Eng. Ch. 
1885) 52 L. T. R. 510, Re Alston, 
(1901) 2 Ch. 584, Re Hubbuck, (1896) 
1 Ch. 754; see also Cox vs. Coz, L. R. 
8 Eq. Cas. 343, Re Tinkler’s Estate, 
L. R. 20 Eq. Cas. 456. 


Profits Go to Corpus 
Profits realized on resale of foreclosed 
property go to corpus. 
Slocum vs. Ames, (R. I. 1896) 36 Atl. 
1127 (actual transaction involved was 
a redemption apparently requiring cer- 
tain penalties to be paid by mortgagor. 
Entire sum held to be principal.). 
Parker vs. Johnson, 37 N. J. Eq. 366 
(compare however later Seeley and 
Skinner cases, infra. See also Burnett 
vs. Witschief (N. J. 1924), 126 Atl. 23, 
referred to under (5) infra.). 
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Re Neel’s Estate, 
950. 


There can be little doubt but that profits 
realized on resale will be held in California 
to belong to corpus. Estate of Gartenlaub 
(1926) 198 Cal. 204. Estate of Gartenlaub 
(1921) 185 Cal. 648. LEHstate of Canfield 
(1930) 104 Cal. App, 181. 

The above rule as to profits realized on re- 
sale going entirely to corpus is not univer- 
sally recognized. See Parker vs. Seeley (N. J. 
Ch. 1897), 38 Atl. 280, and Skinner vs. Boyd 
(1925) 98 N. J. Eq. 55 (such profits are to be 
apportioned between principal and income in 
ratio which principal sum involved bears to 
interest due upon it at time security is re- 
alized upon). 

Re Park’s Estate, (Pa. 1896) 33 Atl. 884 
(Profit realized under such circumstances be- 
longs to life tenant. Case explainable on 
ground that will gave life tenant “all the 
income and profits.’’) 

(5) Income from land foreclosed on and 
held by Trustee is to be impounded and 
no allocation made until the land is 
finally disposed of. 

This proposition, though discussed in very 
few cases, seems a necessary consequence of 
the rule stated under 1 (a) and 2 (a), supra, 
that taxes, assessments and carrying charges 
are to be paid out of principal, since mani- 
festly it would be inequitable to allow the 
life tenant to have the income from the prop- 
erty while held by the trustee and at the 
same time escape the burden of carrying it. 


(Pa. 1904) 56 Atl. 


No Allocation Until Final Disposition of Land 

The proposition just stated is believed to 
be sound for the following reasons: The in- 
vestment in a mortgage is not an investment 
in real estate. If the mortgage is foreclosed 
the land obtained in substitution for it is as 
between life tenant and remainderman still 
regarded as personalty and it is the trustee’s 
duty actually to reconvert it into the form 
of personalty at the earliest practicable mo- 
ment. The life tenant is not entitled to in- 
come from the land as such. He is entitled 
to interest and this interest is to be computed 
on the original investment so far as that 
investment is not impaired by losses in realiz- 
ing upon the security. Manifestly it is im- 
possible, in advance of determination of these 
losses, to pay the life tenant rents derived 
from the real estate, since the basis of prin- 
cipal upon which he is entitled to income is 
unascertainable. To pay him the income 
from the real estate is equivalent to paying 
interest upon an unascertained sum. 

To require as most courts do that taxes and 
earrying charges be paid out of corpus is a 


tacit recognition of this doctrine, justifiable 
on no other ground than that from the mo- 
ment the real estate is acquired by the trus- 
tee all income from it is thrown into, and all 
outgo in connection with it is withdrawn from, 
a common pot in which the respective rights 
of life tenant and remainderman are for the 
time being undeterminable. To impose the 
payment of taxes on the life tenant is to im- 
pose upon him an obligation of the mortgagor, 
who because of this obligation pays, and the 
life tenant receives, less interest. It is true 
that the life tenant is required under Cali- 
fornia Civil Code 840, and the law generally, 
to pay taxes and other annual charges, and 
that this rule applies in the case of trusts. 
However, as already pointed out, the taxes in 
question are not taxes upon the corpus from 
which the life tenant draws income but are 
a burden originally assumed by another per- 
son, the mortgagor, which he has failed to 
carry but which must be carried in order that 
corpus may be protected. 


Trustee’s Powers of Investment 

I do not believe that the fact adverted to 
by the court in Re Marshall, supra, that the 
trustee had no authority to invest in real es- 
tate, is of particular importance. That limi- 
tation as to the trustee’s powers of invest- 
ment may or may not exist, but the fact is 
that in every case where a mortgage is fore- 
closed the property comes into the hands of 
the trustee not as a result of an investment 
in real estate but of an investment in per- 
sonalty, As the court says in the Marshall 
ease, “The form of the security, though physi- 
cally realty, was still to be regarded as per- 
sonal property and would eventually have to 
be distributed as such. The taxes thereon in 
a sense were not annual taxes imposed 
against the trust estate but a charge against 
this particular piece of salvage which the 
executors had taken temporarily in the ex- 
ercise of their prudent judgment. The taxes 
were part of the general expenses to which 
the estate was put in an effort to prevent 
loss.” 


Doctrine as to Disposition of Income 

As already stated, the doctrine that the 
income from foreclosed property is to be re- 
tained in, and the taxes and other expenses 
necessary for carrying the property are te 
be paid from, corpus seems implicit in all of 
the cases which uphold the latter proposition. 
As involving directly the matter of payment 
of income, see in addition to the Marshall 
case, Meldon vs. Devlin and Trenton Trust & 
Safe Deposit Co. vs. Donnelly, supra. Also 
on point that foreclosure effects no conver- 

(Continued on page 598) 
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READJUSTMENT OF TRUST INVESTMENT POLICIES 


ADHERING TO CARDINAL PRINCIPALS OF TRUSTEESHIP 


RAYMOND H. TROTT 
Vice-president, Rhode Island Hospital Trust Company, Providence, R. I. 


(Ep1tor’s Note: The severe contraction in values, the uncertainties attending various 
types of securities and the fall from grace of some of the groups of investment heretofore 
regarded as premier for trust funds—all these and many more problems press upon trust 
officials. Exchange of practical experience between those who daily handle trust investments 


therefore acquires added value. 


Mr. Trott, 


in his paper before the Maine Fiduciaries 


Association, supplies some chart rules which are timely and helpful). 


HE position of the trustee holding in- 

vestments made during more prosperous 

times is certainly a trying one. The 
conservative investment of a few years ago 
is in many instances today shrouded with 
uncertainty. Federal long time obligations 
have shown wide fluctuations. Some muni- 
cipal obligations are in default. Railroad 
bonds a short time ago regarded as of the 
highest grade are now in many instances 
barely earning their interest. Securities of 
lesser grade are now regarded as speculative. 
Real estate mortgages once with ample mar- 
gin are now in many instances without a 
margin of security, indeed, perhaps backed 
by a property worth less than the amount 
of the loan. 


No Undue or Precipitate Sacrifices 

What shall the trustee do? It is a difficult 
question to answer and one not susceptible 
of solution without careful study. One gen- 
eral conclusion can be set forth without 
equivocation, however, and that is this: The 
handling of investments today calls for a 
calm, cool deliberation—mature consideration 
rather than precipitate action. This is no 
time for indiscriminate shifting. On the 
contrary, of course, this is no time either for 
investment stagnation or smug complacency. 
The high grade trust investment of a few 
years ago has not lost all of its merit, and 
what may be merely transitory factors should 
not be the cause of undue sacrifice. Generally 
speaking, a sound security should be held 
regardless of price fluctuation. Unfortunately 
in times such as we have been through, mar- 
ket prices of securities do not reflect real 
values and in a trust where there is no imme- 
diate need of liquidation and where income 
is reasonably secure, market prices should 
not be given serious consideration. 


The railroads of this country must survive. 
They are an economic necessity. Improve- 
ment in general conditions will quickly be 
reflected in railroad securities. But there 
must be adjustments. Our railroad trans- 
portation facilities are probably greater than 
a normal industrial activity can support. 
It is undoubtedly true that the discontinu- 
ance of branch lines such as has been going 
on for a number of years must continue. And 
there must be further merger and consolida- 
tion. This will necessitate furtber readjust- 


RAYMOND H, TROTT 


Vice-president, Rhode Island Hospital Trust Company 
Providence, R. I. 
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ment of railroad securities. But our trunk 
lines will continue, will be freed from much 
burdensome regulations and will be given 
protection from unfair competition. It is the 
duty of those entrusted with railroad securi- 
ties to seek to obtain fair treatment. Railroad 
operating costs have been cut and railroads 
are today operating with a greater efficiency 
than ever before. The future of railroad 
securities is by no means hopeless. But the 
holder of railroad securities must be alive 
to the necessity of protecting his investment 
from unfair and demagogic political attack. 

Public utility securities, except those en- 
tilled to the highest rating, are in many 
instances selling at figures far below those 
that would prevail in anywhere near a normal 
business activity. This is particularly true 
of the securities of holding companies. In 
spite of several instances where the holding 
company has been subject to unjustifiable 
manipulation, criticism should be directed to 
the individuals responsible for the abuses 
and not against the holding company idea. 
The securities of conservatively organized 
and well managed holding companies are 
selling at prices that do not reflect their 
true value. Sacrifices should not be made 
without careful investigation as to merit. 


COMPANIES 


Securities of sound utility holding companies 
will sooner or later reflect their real values. 
Real Estate Properties and Mortgage Problems 

The position of real estate held in trust 
is causing great concern to trustees. Vacan- 
cies and the necessity of rent reductions to 
meet competition has caused a marked re- 
duction in income, while the largest item of 
expense—taxes—has shown little if any re- 
duction. There is little that can be done 
except to recognize the deflation and reduce 
rents. Far better to accept a reduced rent 
and permit the tenant to survive than to 
force him to move to a cheaper location or 
force him out of business. And properties 
must not be allowed to deteriorate. Generally 
speaking, it is the property in good repair 
and of attractive appearance that attracts 
tenants. It is, of course, admittedly hard 
on the life tenant, but it seems necessary to 
accept the adjustment. And these adjust- 
ments are necessary both where the trustee 
operates a property and where he leases a 
property to a lessee who in turn operates. 
Of course, no reduction in the terms of a 
lease should be made unless circumstances 
affecting the position of the tenant make 
it necessary. We cannot take income from 
the life tenants of our trusts and give it to 
the tenants of our buildings without justi- 
fication. Many trustees are giving a reduc- 
tion in rent of, say, ten per cent, and defer- 
ring the payment of another ten per cent 
over a period of years. This method gives 
the life tenant an opportunity of receiving 
in future years a part of what he has given 
up now. 

And as with real estate, so with the real 
estate mortgage. The shrinkage in value 
behind the mortgage emphasizes the desir- 
ability of annual amortization payments. The 
comparatively full mortgage made a few 
years ago which has not been reduced is 
not to be compared with the mortgage that 
has been reduced by regular payments on 
principal. Defaults in the payment of prin- 
cipal and interest on mortgages held in trusts 
are numerous. Foreclosure should be a last 
resort if there is any prospect of working 
out the loan with fairness to all of those 
interested in the trust. Oftentimes an as- 
signment of rents is desirable, or operation 
of a building by the mortgagee. It may be 
possible to buy the deed for less than the 
expense of foreclosure. Great care should 
be taken by the mortgagee to keep track of 
the payment of taxes. But where it is neces- 
sary to foreclose to protect the investment, 
it should be done with as little delay as pos- 
sible. Property obtained by foreclosure 
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should be put in condition to operate or 
dispose of. A little money spent on paint 
and necessary repairs will easily be repaid. 
The life tenants should not be compelled 
to forego an undue amount of income in 
order to protect the remainder against any 
loss. 


Protecting Rights of Security Holders 


The matter of the deposit of securities in 
connection with efforts to protect the rights 
of security holders is one of great moment 
at this time. Defaults are numerous and 
the organization of various protective com- 
mittees with the consequent calling for the 
deposit of securities is of almost everyday 
occurence. Securities should not be deposited 
without a careful study. Among the things 
to be noted is first of all the personnel of 
the committee. It is one composed of men 
of ability who are in a position adequately 
and impartially to represent the owners of 
the class of securities they ask to have de- 
posited. Other factors to be noted are the 
provisions permitting withdrawal and the 
possible expense involved. When there is 
doubt in the mind of the trustee, the opinions 
of others should be sought. 

What about municipal obligations? What 
is their future? The answer to that rests 
with us all. A municipal obligation is as 
good as the balance between expenditure 
and income that is behind it. Governmental 
expenditure is of course far too high, and 
economy in government is one of our most 
important immediate problems. This is true 
not only of our Federal Government, but of 
our state, county, city and town govern- 
ments. It is the duty of every citizen to 
strike for government economy. Our tax 
burden is already far too large. Industry 
cannot stand it. If our trust investments are 
to survive, budgets must be balanced with- 
out ruinous taxation. We trust men must 
bend every effort to further governmental 
economy. 

It is not difficult for the trust man to 
decide what to invest in and still preserve 
that harmony between the interests of the 
life tenant and remainderman. There are 
many triple A bonds. A mortgage on real 
estate based on present values is one of the 
best forms of investment and for the small 
trust there are Federal bonds and the sav- 
ings bank. We invest here under the cri- 
terion of the reasonably prudent man acting 
under similar circumstances. Certainly for 
the average trust, the reasonably prudent 
man would purchase only the highest grade 
of security. 
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Estate Investment Problems More Complicated 

But far more difficult than deciding what 
to buy is to decide what to do with securities 
that we purchased some time ago or which 
come to us now. However much we may 
frown on the purchase of common stocks 
for trust funds or, if we did purchase them, 
however small we kept the proportions, the 
fact remains that most people own stocks 
and often speculative stocks in large propor- 
tions. Shall we take an estate that comes 
to us and at once shift securities and put 
it in the shape that we regard as an ideal 
trust fund? Shall we sell securities on a 
ten percent basis and purchase others on a 
four and a half or five per cent basis? I do 
not think so. It seems to me that the trustee 
has a duty not to sacrifice values ruthlessly. 
It is difficult to know where to draw the 
line. 

It is hard to say just how to harmonize 
the interests of life tenant and remainder- 
man. <A general rule is in many instances 
not applicable to the specific case. Each 
estate must be studied on its own merits 
with due regard to its size, the status of 
life tenant and remainderman, the type of 
securities, ete. But it must be studied and, 
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where there is any doubt, the conservative 
course must be followed. It is the duty of 
the trustee to conserve and not to create— 
to invest and not to speculate. It is fair 
to assume that the corporate trustee, holding 
itself out as it does for business, may be 
held to a higher degree of care than an in- 
dividual may be. Executives of banks must 
be governed accordingly. 

The handling of investments is the essence 
of trusteeship. Trust department executives 
and employees must become security minded. 
Only some of us can become experts, but 
we can all have some knowledge of securities. 
The collective application of opinion is one 
of the great factors in our claim to super- 
iority over individual trustees. And the 
corporate trustee is only as good as its per- 
sonnel. The conclusion of our security men, 
the review by our trust committee and the 
application by our trust executives should 
give us a satisfactory result. Frequent re- 
view of securities by individuals and commit- 
tees is essential. Some banks can afford 
to have large statistical and investment de- 
partments—many can afford the services of 
only one or two men. 

There is a much greater burden on the 
small bank than on the large one in the 
handling of trust funds. The small bank 
ean perform a satisfactory service and find 
in a trust business a source of profit. But 
time and effort must be spent in the han- 
dling of trust investments and there must 
be a willingness to spend money for statis- 
tical services and technical advice. The small- 
er bank may, and many do, use members of 
their boards of directors in supplying the 
investment advice that the larger banks find 
in their investment personnel. 

A study of any investment list should be 
made from two different points of view. The 
merits of a security should be studied—its 
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type, the assets behind it, the earnings ap- 
plicable to it, the company, its management, 
its history, its place in the industry and the 
industry’s place in the general scheme of 
things. Having properly judged a security, 
its place in a given list should be determined. 
This involves a determination of the proper 
proportion between different types of se- 
curities, different companies, industries, geo- 
graphical location, ete. If possible, it is 
highly desirable that these two studies should 
be made by different groups. 

We thus have touched briefly on the many 
problems that are facing those handling in- 
vestments today. Losses in many instances 
must be taken, and the fact that a loss will 
result should not prevent the disposing of 
a security that investigation shows should 
not be held. Necessary losses should be taken 
with fortitude. 

mS & & 
RESULTING TRUSTS 

The Supreme Court of Massachusetts in a 
recent decision in the case of Cook vs. Howe 
held that a trusted agent who purchases 
property in his own name is not permitted 
to retain the property in the event of the 
death of the principal. <A trusted agent of 
an elderly woman who had been her adviser 
for many years, was named executor in her 
will. This agent had purchased property for 
the decedent in his own name with her 
knowledge and consent. Upon her death the 
agent claimed that the decedent had intended 
that he should have the property and had 
purchased it for him. In the absence of clear 
proof of the intention of the decedent to buy 
the property for her agent, the court held 
that the agent as executor must turn over 
the property to. the estate and account for 
the same for the reason that the purchase of 
the property in his own name created a re- 
sulting trust for the benefit of the decedent. 
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TRUSTEED SAVINGS ACCOUNTS 


The First National Bank and Trust Com- 
pany of Tarentum, Pennsylvania, has devised 
a new type of savings account which should 
compete most favorably with Postal Savings. 
It will accept savings accounts up to $500 
at 2 per cent interest per annum to be held 
by its trust department, and secured by 
government bonds, thirty days notice of 
withdrawal being required. Repayment will 
be made either in cash or in United States 
government bonds, at par. 

Regarding the plan, Frank C. Irvine, vice- 
president of the company, says, “Under the 
terms of the trust agreement which appears 
in the pass book, the bank is obligated to 
set aside enough United States government 
bonds to offset at all times the total amount 
of such deposits. Interest rate is the same 
as that paid on postal savings deposits and 
the pass book system which we have de- 
vised will, as we believe, make it much 
simpler and more convenient for the cus- 
tomer. The security provided—United States 
government bonds—is superior even to that 
which the government requires for the postal 
savings money it deposits with the banks, 
municipal and farm loan land bank bonds 
being accepted by the postal savings system.” 


BELIEVE IT OR NOT 


Henry S. Conrad, an attorney, was seated 
in his office on the ninth floor of the Na- 
tional Fidelity Bank Building on the south- 
west corner of Tenth and Walnut streets in 
Kansas City, Mo. He had just signed two 
checks and while in the act of handing them 
to his secretary a strong south wind whipped 
the checks from his hands and out of the 
window. The secretary immediately tele- 
phoned the Commerce Trust Company, lo- 
cated on the northwest corner of the same 
block and on which the checks were drawn, 
to stop payment. 

Soon after the telephone rang in Attorney 
Conrad’s office and a voice at the other end 
said: 

“This is the Commerce Trust Company. 
Your checks just blew in through the street 
door and up to the window of a paying 
teller. We didn’t cash them.” 

This raises the question of when is a 
check not a check; the answer seems to be 
“when it’s a draft.” 


The Guaranty Bank and Trust Company 
has been granted a charter and will open 
for business in Florence, 8S. C. with capital 
of $20,000. L. C. Long, president. 
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INTERPRETATION OF TRUST INVESTMENT FACTORS 


CHECKING UP ON SOURCES OF DATA AND INFORMATION 
WM. P. DAVIS 
Assistant Secretary, The Guardian Trust Company of Cleveland, Ohio 


(Epiror’s Note: One of the prime requisites of competent trust service today is to have 
access and to be able to determine upon the most reliable sources of data, ratings and informa- 
tion relating to investments. Intimate knowledge of facts and statistics is necessary to arrive 
at sound conclusions regarding purchase, retention or sale of investments for trust accunts. 
Mr. Davis in his paper at the recent Mid-Continent Trust Conference, explores some new 
ground in treating this timely subject.) 


PERSON capable of interpreting trust 

investment data in a period of de- 

pression must be a combination of 
Socrates, Euclid and Stuart Mill. Who among 
us four years ago foretold a depression as 
drastic as we are now experiencing? Who 
among us predicted that common stocks like 
Atchison Topeka & Santa Fe Railroad and 
United States Steel would pass out of the 
dividend class, while American Chicle and 
Coca Cola would remain there? Who believed 
it possible that sound railroad bonds would 
be selling at under receivership prices, and 
that banks, insurance companies and rail- 
roads would have to resort to government 
credit to sustain themselves? 


Tests of Reports 

To sort out and classify the various serv- 
ices, fact-finding organizations and sources 
of information available, we must ask our- 
selves a few pertinent questions. 

1. Whose report is it? Who wrote it? 
What individual or organization? What news- 
paper or service printed it? 

2. Knowing the name of the writer, What 
is his motive? Is he trying to aid his read- 
ers to make a profit? Is his aim to safe- 
guard the principal? Or, is his purpose to 
sell something, such as the investment bank- 
er or broker? 

3. Having determined his purpose, How 
does he rank with his competitor? Is he at 
the top or at the bottom of his group? 

4. Is his judgment unbiased? Stated in 
more intimate terms, Has the author an ax 
to grind? Determining this factor makes all 
the difference in the world in the amount 
of weight which should be given the report. 
Thus, a bond circular must be read with a 
different point of view than that of a report 


written by a disinterested analyst on the 
same bond. 

5. Is the writer in a position to get the 
facts? This can usually be ascertained by 
reading the report itself, and in other cases 
can be determined by inquiry. 

6. Does the report set forth the facts 
clearly? Many analysts fail to correlate the 
facts concerning a particular company, se- 
curity or industry in such a way as to con- 
vince the reader that they really knew how 
to marshal them. This is not true of the 
larger fact-finding agencies, such as Stand- 
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ard Statistics, Poor and Moody. These serv- 
ices publish reports which are models of 
their kind. 

7. In many ways, the most important test 
is, Is the conclusion sound? Is it based on 
facts as presented and as applied to present 
day conditions? 

Sources of Information 

Having set up tests for measuring the 
various sources of information coming before 
us, we should briefly refer to these sources 
themselves. 

1. The first great class is news sources. 
These items appear daily in newspapers, 
trade journals, financial newspapers, ticker 
services and ‘brokers’ letters; and weekly, in 
such magazines as Barron’s, The Chronicle 
and the Annalist; and in specialized news 
letters such as Kiplinger and Eaton; and 
monthly in bank bulletins, Federal Reserve 
reports and other periodicals. This group can 
generally be classed as reliable, and—inter- 
ested in presenting news only—do not ex- 
press an opinion except on topics and trends, 
and are in a position to get the facts which 
they present. 

2. The second class may be called statisti- 
eal services, and falls into two divisions, 
general and special. The general consists of 
Standard Statistics, Moody’s, Poor’s and 
reports of statisticians, such as Colonel 
Ayres and David Friday. <A few of the 
special services are Cram’s Automotive 
Reports, various trade journals, railroad 
reports and _ statistics on car _ loadings, 
consumption of electrical energy, crop esti- 
mates and chain store sales. This type of 
data comes in many varied forms, ranging 
from large bound volumes to single page re- 
ports. This group, with some few exceptions, 
is reliable, and with respect to data on indi- 
vidual securities, is very dependable; yet, 
with respect to expressions as to forecasts 
and economic trends, must be carefully 
weighed. 

8. Beginning with the third class, a greater 
degree of caution must be showi: in their 
use. In this group, which I have termed 
Advisory Services, is found the specialized 
part of Moody’s and Standard Statistics’ 
services, that of Babson and Brookmire, and 
of the recently created firms of investment 
counsel. None of these have any securities 
to sell. Most of them are reliable and range 
from those interested in conserving the prin- 
cipal of their clients to those interested in 
making profits for them. 

4. The fourth class consists of bond anf 
stock circulars and so-called brokers’ tip- 
ping sheets. These, as stated before, must 
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be scrutinized with the utmost care, because 
they range from those which are able, honest 
and conservative, to those which are utterly 
unscrupulous. 

5. The fifth source is personal letters, in- 
terviews and investigations, and I am sure 
that everyone present long ago learned how 
to classify this information. 

6. The sixth and last source is the library 
and files of the Securities Analysis and/or 
Credit Departments. These are really the 
storehouse for the material referred to in 
the above-mentioned divisions. 


Trust Investment Problems 

Having set up tests and applied them in 
a general way to the various sources of in- 
formation, we are now prepared to discuss 
the problem which confronts the trust in- 
vestment officer. The requirements of a trust 
investment are different from those of a 
bank’s investment. The duty of a trustee is, 
in my opinion, to conserve the principal of 
the trust estate and to obtain at the same 
time as large a return as is commensurate 
therewith. The minute we deviate from this 
we must be careful. Losses to a bank, while 
serious, are only relatively so, because they 
do not greatly affect an individual depositor. 
A loss to a trustee is always serious because 
the loss falls upon a single trust. Thus, 
safety must always be uppermost in the trus- 
tee’s mind. 

With this need for safety, the trust officer 
must call upon all the sources available to 
him to make sure that he is fulfilling his 
trust. Mere facts and figures are of little 
value unless interpreted by an expert, and 
even after such an opinion is rendered, the 
trust officer or trust committee must accept 
the final responsibility to the customer him- 
self. Too much emphasis cannot be put on 
this point. I do not believe any trust com- 
pany has any right to assume the responsi- 
bility of managing investments for hire, un- 
less it has a department of its own with 
the service of at least one full-time analyst, 
or unless it subscribes to an outside advisory 
service of the best type, one which gives defi- 
nite opinions as to whether securities in ques- 
tion should be bought, sold or held. 

We must never forget that statistics are 
historical in nature, and while the trend of 
a particular business may have been down- 
ward in the past, a change in management 
may be more important than all the figures 
and statements available. And how true this 
is today! Even with the aid of such re- 
ports, the trust officer has all he can do to 
decide in his own mind what must be done 
in each case. He must apply the opinion of 
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the expert to the particular problem at hand. 
He is the judge and he alone must act, with 
the consent of his trust committee or board. 


Securities Report 

Turning now to the report itself, before 
reading it the user should always ask him- 
self, For whom was it written? For a credit 
committee, for the purpose of rating a cer- 
tain security, or is it a general report similar 
to those found in the printed manuals. The 
same thing holds true when requesting a 
report from a national service organization 
or from your own Securities Analysis Depart- 
ment. In such cases your request should be 
specific so that it will not be necessary to 
read into the report the particular question 
you wish answered. I wish to stress this 
point because I have heard many customers 
and trust officers complain about a report, 
when the fault lay at their own door for not 
clearly asking for what they wanted. 

1. Usually the first paragraph of a report 
sets forth the history’ of the company and 
the nature of its business. In times past a 
widely used expression was, ‘‘Keep to the 
basic industries,” but I ask you, does the 
manufacture of chewing gum or soft drinks 
fall into this class? Yet, as stated before, 
their record at this time is superior to that 
of the steel companies and railroads. It 
seems to me we must revise the old saying 
about basic industries and broaden it to, 
“The essential and popular industries.” 
Please note I have said, “broaden,” not “re- 
place,’ for far be it from me to decry the 
use of steel and railroad securities, for in 
my opinion both are sound and will prob- 
ably outlive the chewing gum and soft 
drink industries. By “essential and popu- 
lar industries” is meant companies making 
articles of general appeal and universal use. 


Sponsorship of Securities 
The sponsorship of securities is also im- 
portant. That is, who is the seller of the 











security? What is its reputation as to other 
issues sold? Is it conservative? Has the 
house specialized in certain fields? Is it 
speculative? Who controls the management? 
J. P. Morgan, the Rockefellers, the Conti- 
nental Bank, or some unknown parties? Has 
it had experience in this or in any business? 


Be suspicious of secrecy and of one-man 
control. The example which comes to all of 
our minds is that of the late Ivar Kreuger. 
Beware of the holding company pyramid, 
best illustrated by the fall of Samuel Insull. 
The fact that the operating companies built 
up by his genius were sound and well-man- 
aged could not save his holding companies 
when the crash came. There is an old saying 
in regard to railroad securities, “Buy bonds 
right on the rails,’ and the idea can be ¢car- 
ried over into the public utility field, “Buy 
bonds right on the wires.” 

Sometimes the reverse is true. In a chain 
group, beware of subsidiary obligations, es- 
pecially if secured by real estate leases, be- 
cause the subsidiary corporation may go 
bankrupt, thereby wiping out your security 
without greatly affecting the parent com- 
pany. Beware of companies dependent upon 
patents, whether adjudicated or not. If ad- 
judicated, the article may be easily super- 
ceded—if not, the patent may prove to be 
more of a liability than an asset. Generally 
speaking, specialized businesses ought to be 
avoided because new things essential to busi- 
ness life should be slowly accepted by a trust 
company for its investments. Be careful in 
investing in concerns whose products are de- 
pendent very largely on a tariff because any 
tariff may become a political football. 


There is always safety in well-known is- 
sues, because complete information is readily 
available. Then, too, there is safety in size, 
for competent management is almost impos- 
sible to obtain for a small company, once 
the original founder is gone. 
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Studying Statements and Figures 

2. The second part of most reports is the 
statements and figures. Men who have had 
credit experience must be careful not to 
over-emphasize the current condition of the 
company, and look instead to the long pull 
possibilities, no matter whether scanning the 
figures from the bond or equity standpoint. 
When studying the figures of a particular 
company, be eareful to compare them with 
other concerns engaged in the same type of 
business. What is considered adequate de- 
preciation for a public utility may be too 
small for a steel company, and the turn- 
over in a chain grocery much greater than 
in a furniture store. The permanent asset 
account of a railroad is much higher than 
that of a finance company, and the current 
condition of an automobile company should 
be far stronger than that of a power com- 
pany. 

The bondholder is primarily interested in 
the security behind his obligation, both as 
to assets in the first instance, and thereafter 
in the relation of earnings to fixed charges. 
In checking times interest earned, be care- 
ful in the case of junior obligations to make 
sure that the total fixed charges of it and all 
senior obligations are added together before 
applying them to the earnings available, I 
only mention this because I have been sur- 


prised to find how many people fail to appre- 
ciate this point. 


The stockholder is primarily interested in 
the three main factors—true asset value, 
earnings per share and dividends paid. Since 
the advent of no par stock, less and less is 
being said about book value, yet a few years 
ago many people evaluated stocks on this 
basis alone. At a time like this earning 
power bulks large, but really the value of 
any stock is dependent on all three factors— 
true asset value as opposed to book value, 
earnings per share and dividends paid. 


Ratings and Conclusions 

3. The third and last part of the report is 
the conclusion or opinion of the writer. This 
is the meat of the report and should answer 
the question the trust officer is trying to 
answer—whether to buy, sell or hold. Here 
in the Mid-West we are not as familiar with 
so-called legal investments as our neighbors 
in the East, and the advantages or disad- 
vantages of such restrictions are debatable. 
Nevertheless, the fact that a security is 
classed as “legal” in certain of the Eastern 
states is some guarantee of its soundness and 
can be used as one argument in favor of its 
purchase. 


COMPANIES 


In this same connection, the rating of se- 
curities by Moody, Fitch, Standard Statistics 
and others is a great help, and if not relied 
upon too strongly has great merit. In addi- 
tion, check the lists of investments held by 
the larger insurance companies, charitable 
institutions and semi-public trusts. In other 
words, find out as far as possible who else 
has purchased the particular security. 

Should original offerings be purchased?, is 
also a moot question, but generally speaking 
there is safety in seasoning. It is always 
safe to wait and see how a particular se- 
curity is accepted by the public before ap- 
proving or buying it. Those trust companies 
who concentrate on buying old issues are 
least likely to fall into the danger of becom- 
ing over-influenced by stock salesmen and 
bond houses. 


Confusion as to Bond or Stock Nomenclature 

Pay little attention to bond or stock titles. 
There was a time when a first mortgage 
meant a first mortgage and preferred stock 
meant a preferred stock, but the introduction 
of the little word, “and,” in bond titles, and 
the letters, “A,” “B” and “C” in stock titles, 
long ago eliminated out ‘the real value of the 
name itself. For example, “First Mortgage 
and Refunding,” may very likely mean a first 
mortgage on some small unimportant piece 
of property, and a second, third—yes even 
a sixth—mortgage on the principal property 
of the company. The Class “A” Preferred 
stock may be junior to the Class “B” Pre- 
ferred stock or may rank equally with the 
“B,” “C,” and “D” classes except as to divi- 
dends paid. Thus, titles mean little or noth- 
ing. Read carefully the restrictions and read 
them in relation to the other securities out- 
standing. 

Many. so-called restrictions in preferred 
stocks, so popular a decade ago, have proven 
to be of little value in times like these. The 
most common is probably the one which re- 
quires the consent of a certain percentage of 
the issue before any assets of the company 
may be pledged. But let us see what hap- 
pens when the company gets into difficulties. 
The preferred stockholders must either come 
to the rescue themselves, waive their rights, 
or take their chances on a receivership. The 
restrictions in note indentures preventing the 
creation of secured obligations without equal- 
ly securing such notes is of course a favor- 
able restraint. Thus, careful analysis must 
be given to the conditions under which se- 
curities are issued, always keeping in mind 
what they may mean if the company gets 
into difficulties. 
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A few years ago investors had a very defi- 
nite idea of what was really a first mort- 
gage. Today we have all been surprised to 
find out that instead of being able to fore- 
close on behalf of first mortgage bondhold- 
ers or land trust certificate holders, it be- 
comes ‘expedient to give consideration to 
junior obligations. For example, a depart- 
ment store occupies a building which is fi- 
nanced by land trust certificates and lease- 
hold bonds. It fails to pay its rent, and 
the parent company refuses to come to the 
rescue unless a reduction in rent is granted 
to its subsidiary, the lessee. Foreclosures are 
expensive and take time. Other tenants can- 
not be obtained, and rather than lose the 
present tenant the rent is reduced by the 
land trust certificate holders; at the same 
time, the leasehold bondholders are allowed 
to exchange their bonds for an income issue 
and thus are carried along for the sake of 
expediency. Such experiences are very con- 
fusing to us all. 


Axioms for the Trust Investment Officer 

There are a number of so-called axioms 
that should be kept in mind by the trust 
investment officer. “Be suspicious whenever 
a certain stock or bond rises or falls in mar- 
ket price against the general market trend.” 
If, for instance, a certain bond which has 
enjoyed a steady position, suddenly begins to 
sell off gradually, make immediate inquiry, 
because there is almost always a reason, and 
that reason may very likely be that parties 
on the inside foresee the danger ahead and 
are taking advantage of a favorable oppor- 
tunity to unload. Don’t forget that the mar- 
ket is very sensitive to these things. In the 


long run, the rate of return speaks volumes. 

Another axiom is, “Sell senior securities 
whenever the dividends are discontinued on 
the junior securities.” The passing of the 
dividend may appear to be a temporary 
measure only and appear to have been un- 
warranted, but this may be the first sign of 
danger and if heeded prove to be very profit- 
able. 

“Don’t weigh rumors lightly,’ because 
oftentimes important information comes from 
the least expected sources. 

This naturally leads to another well-known 
axiom, “Don’t be afraid to switch.” How 
many times have we all hesitated to accept 
a moderate loss and later been forced to ac- 
cept a substantial one! One of the strongest 
arguments against trust companies is often 
our failure to admit we are wrong, delaying 
action until it is too late, and then trusting 
to Divine Providence that all will turn out 
well in the end. This is an argument for 
greater diversification in our investments as 
a whole, in addition to diversification in indi- 
vidual accounts. 


Advantages of Diversification 

The best example of watching changing 
trends is contained in a recent circular is- 
sued by life insurance companies. In 1906, 
34 per cent of their investments were in rail- 
road securities, and in 1931, this had been 
reduced to 16 per cent. In 1906, public util- 
ity investments amounted to 5 per cent, and 
in 1931 had been increased to 10 per cent. 
In 1906, government bonds amounted to 
1/10th of 1 per cent, and in 1931, 8.6 per cent. 
This illustration is not given as an ideal but 
it does show that the life insurance com- 
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panies have been studying changing condi- 
tions in the investment field. 

A theory advanced by many is to “average 
down” securities, particularly stocks. This 
practice appears to me to be unsound, for I 
believe it is far better to buy some other 
security instead of increasing the amount 
invested in the original one. Usually the 
customer has invested as much in this stock 
or bond as he should have, and to increase 
this amount is to violate the principle of 
diversification. Furthermore, there is apt to 
be good reason for the security’s having sold 
off in the market. 


In times like this there is a great tempta- 
tion to sell securities with as little loss as 
possible whenever it is necessary to raise 
funds for trust customers. This practice 
must be carefully guarded against, because 
the trust officer resorting to it may very 
likely find himself some day, with an ac- 
count containing only securities which were 
high grade but are now medium grade. There 
is a great temptation to do this, but never- 
theless it is unsound in practice. 

Probably some of you are wondering why 
nothing has been said about “cycles,” and 
how investment factors should be applied to 
general conditions. However, this is prob- 
ably not as important as many think, for I 
believe the duty of a trustee is to invest 
funds coming into his possession promptly, 
which means he should invest them to the 
best advantage at the time, no matter what 
general conditions may be at the moment. 
This presupposes as wide a diversification 
as is practicable, as to type of securities se- 
lected, bonds, stocks or land trust certificates, 
class of industry, geographical location, and 
distribution as to maturities, in case of 
bonds. 


An Enlarged Era for Trust Business 

We do not need to be told what to do. 
Buy more government bonds. Buy more 
high grade bonds. Don’t be afraid to accept 
losses. Sell out the securities that are slip- 
ping. Don’t get panicky and sell out good 
stocks at these levels, buying bonds with the 
proceeds. 

I believe that we are approaching the 
threshold of a new enlarged era for trust 
business. When conditions become normal 
once more I firmly believe the record of trust 
companies generally will be so far ahead of 
that of the average investor that we our. 
selves will be surprised to find cut how many 
people will turn to us for future guidance. 
To be sure, criticism is being aimed at us, 
but every established institution and system 
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is being questioned and “put on the spot,” 
and there is no reason why we should be 
immune from attack. There is no substitute 
for honesty, hard work and brains, and sure- 
ly we trust officers are not lacking. 
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SEEDS OF YESTERDAY 

The tomb of King Tuthankhamen still 
yields treasures to the persevering. Not 
long ago, says the Fidelity Trust Company of 
Pittsburgh in its publication, a Danish scien- 
tist poking amid the sun-baked ruins un- 
earthed a passage which led into a mauso- 
leum-like chamber. As was the custom of 
those times, food had been provided for the 
“journey” of the mummy which lay within; 
in this instance, the food consisted of peas. 

As an experiment, the scientist took the 
peas to Sweden and planted them. Incred- 
ible as it may seem, the peas sprouted, and 
a yield only slightly below normal was ob- 
tained from them, although thirty centuries 
had passed since the day when they were 
placed underground. 

Equally remarkable is the fact that the 
seeds of your present estate can continue to 
sprout each year after your death in the 
form of continuing income, if you so wish. 








WHY THE LIVING TRUST MAKES EXCEPTIONAL APPEAL 


BROADENING THE SCOPE OF TRUST COMPANY SERVICE AND USEFULNESS 


ROY M. HUFF 
Assistant Trust Officer, The First National Bank and Trust Company, Tulsa, Oklahoma 


(Eprror’s Note: Sad experiences of the past few years have caused not only the average 
man but also those of sound business acumen to become sceptical of their own judgment in 
handling their own financial and investment affairs. It is this attitude of mind which renders 


more potent the appeal of capable trust service. 


Mr. Huff directs attention in his paper 


presented at the recent Mid-Continent Trust Conference, to the unusual advantages of direct 
approach to new and profitable trust business which are offered by various types of living 


trust agreements.) 

NE of the present and major objec- 
tives for trust companies is to restore 
confidence in the public mind, It can 

not be denied that we have suffered some- 
what in this respect. The public can not be 
expected to trust us to take care of the wid- 
ows and orphans if something is not done to 
establish that trust. This important matter 
can be accomplished by many methods. It 
should be done by some visible method—by 
action and performance. People now demand 
to see and know a thing before they will have 
any confidence in it. 

The living trust provides one of the ave- 
nues through which trust and confidence may 
be established. The creator of the trust has 
an opportunity to observe the degree of care 
and diligence used and the efficient manage- 
ment of his trust assets. If satisfied, he is 
bound to tell others and will unconsciously 
become a solicitor, His statements and rec- 
ommendations will have weight for 
they come from one who has entered into the 
transaction voluntarily and is satisfied with 
the result, and who, if proper reservations 
have been made, has the right to revoke and 
take the property away from us. In this, 
as well as in any other business, the satisfied 
customer is our greatest asset. 


great 


Mistrusting Personal Judgment 
Conservation of principal is and should be 
the foremost appeal to the general public. At 
this time, there is probably more doubt in 
the mind of the average man than ever be- 
fore that he has the personal ability to take 


care of his own property. In the past, it 
Was difficult to convince a man who had cre- 
ated his own wealth that we could render a 
greater service to him than he could do for 


himself. This problem is still present but 
in a much less degree. However, it is easier 
to convince a young person who has inherited 
wealth of the values and benefits to be re- 
ceived by the creation of a living trust than 
the man who has started with nothing and 
has by his own efforts built up his fortune. 

We find the public is weary and worn by 
depression and shrinkage in investments, All 
are fearful of committing further errors of 
judgment, and the time is ripe to present 
the plan of the living trust. Every man, if 
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he has not experienced financial failure him- 
self, has at least heard of people who have 
lost their entire fortunes and have been left 
with no income back log upon which to rely 
while attempting to rehabilitate their estates. 
However, conservation of estates should be 
promoted primarily for the legitimate power 
it gives to its owner, to be of value and serv- 
ice to himself, to his dependents, and to 
society. 


Various Methods of Approach 


In further presenting the subject to a pros- 
pective customer, there are various plans 
that may be used; the circumstances of the 
prospect deciding which plan should be fol- 
lowed. We have the revocable trust for the 
doubtful, and the small estate owner. If a 
man is reluctant to place his property with 
us, this plan should be used. He can then 
watch us perform our duties and, later, if 
satisfied, he will listen to any better plan we 
may present to him. If dissatisfied, he has 
the right to repossess the assets of the trust. 
There will be a definite sense of security at 
all times. If the trust is small, it might be 
to the interests of both trustor and trustee to 
have it revocable. Among other reasons for 
creating this type of trust, there is the man 
who is to be absent from home for several 
months; the trust created by court order 
pending settlement of a lawsuit; also, the 
trust which heirs may voluntarily create at 
the close of a probate administration where 
such heirs are widely separated and the best 
interests of all call for a concentration of 
management for purposes of liquidation. 

Then we have the irrevocable trust for the 
wealthy man whose business may be of such 
a nature that this particular type of trust 
would be most appealing. While I do not 
believe a living trust should be sold only on 
the theory that a tax saving may be accom- 
plished, yet a properly drawn irrevocable 
trust will accomplish such saving even in 


the face of the new gift tax. This feature, 
no doubt, will appeal to some. Then, of 
course, there is a saving in executors’ fees 
and probate costs, which so many people dis- 
like and are ready to avoid, if possible. It 
is the common experience that a man will 
listen to a proposition which will save a sure 
expense, Estate depletion or estate shrink- 
age will be eliminated and no necessity will 
exist for forced sales. A trustee can proceed 
more deliberately than can an executor whose 
tenure of office is brief. However, I do not 
believe a man should ordinarily place more 
than one-half of his wealth in such a trust. 
If only half is deposited under the irrevo- 
cable trust, there is less danger of his be- 
coming regretful of his action, and criticism 
of the management of the trust will be mini- 
mized. This plan will appeal to women who 
are inexperienced in business and are left 
with an estate to manage. It may also be 
used for antenuptial and divorce or separa- 
tion settlements. 


Cumulative and Insurance Trusts 


We have the cumulative trust for young 
people of small means but with good poten- 
tial earning power, and with no training or 
experience in the field of investment, such as 
doctors, teachers, and other professional peo- 
ple. These people probably need trust serv- 
ice more than others. They are the constant 
victims of promoters who hold out prospects 
of large income and appreciation of principal, 
which seldom materialize. A young business 
man is not always a good prospect for such 
a trust since he is interested in building up 
his business and often desires to reinvest all 
profits in it. 


We have the funded insurance trust which 
may be used either alone or combined with 
the cumulative trust feature. This type of 
trust is adaptable to all classes and in all 
communities. It may be so arranged to fit 
the circumstances of almost any insurance 
policyholder. <A distinct advantage of this 
plan is that, at the death of trustor, the 
original trust fund, augmented by the life 
insurance bought with its income, will be 
immediately at the disposal of the trustee to 
invest for beneficiaries; and for estate ex- 
penses as well, if so provided in the trust 
agreement. The trust company in the small 
city will find this plan profitable and fairly 
easy to sell. 


Appeal of Agency Agreements 
If all of these plans appear too intricate 
to the prospect, or he is unwilling to trust 
us for the time being with so much latitude, 
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and yet needs help, guidance or the privilege 
of consultation in his problems of property 
management, we still have a plan to present. 
We have the agency agreement, under which 
we service and manage real and personal 
property, but with no authority as to invest- 
ment and sale except upon the written advice 
of the owner, and which is subject to revo- 
eation at any time. Quite a few benefits un- 
der this plan are the same to the owner as 
in other plans, such as efficient handling of 
investments by the trustee, and relief of wor- 
ries on the part of the owner. The scope of 
its usefulness is almost without limit. Here 
again, successful management on our part 
will undoubtedly lead to other more substan- 
tial and secure business. 

I have attempted to review the living trust 
and some of its various plans. It can be 
seen that its appeal should be favorably re- 
ceived by communities other than our large 
cities. Our customers have the same prob- 
lems as those in the larger cities; they are 
entitled to the same protection and advan- 
tages. It is our duty to protect our people 
and to afford them opportunities and methods 
to save what they have and to increase their 
wealth. I think all of you will agree that 
the living trust business has not been sought 
to the degree that wills and insurance trusts 
have. I think the living trust should share 
equally with our efforts and at this time 
pushed even harder than the others. Of 
course, care should be used in accepting liv- 
ing trust business and no trust should be tak- 
en unless a reasonable profit can be made. 

In discussing this subject with several 
trust officers in cities having a population of 
150,000 and less, I have found it to be the 
almost unanimous opinion that the living 
trust business is worth while, both to the 
public and to the trust company. The con- 
sensus of opinion appears to be that it will 
lead to confidence in trust administration, 
and, consequently, to other business; and at 
the same time will provide a regular income 
which, though perhaps small at the begin- 
ning, will be quite helpful in maintaining a 
trust department until a greater volume of 
trust business is obtained. And lastly, if for 
no other reason, it keeps our trust depart- 
ment in high gear all the time and gives 
us an opportunity to discuss a valuable trust 
service which does not necessarily deal with 
grim death. 
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Twelve countries accounting for 36 per 
cent of the world’s trade, have an average 
currency depresiation from par of 35 per 
cent, according to a recent survey published 
by Moody’s Investors Service. 
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VALUABLE FUNCTIONS OF BANK INVESTMENT 
AFFILIATES 


FRANCIS H. SISSON 


Vice-president, Guaranty Trust Company of New York and President of American Bankers Association 


ONG-TERM capital is absolutely essen- 
tial for industry and, because of the 
investment customs and the wide geo- 

graphical distribution of population in this 
country, long-term capital must be provided 
by investment machinery of large scope. If 
the investment business should be divorced 
from commercial banks, in accordance with 
projected legislation, the money of those 
banks could be made available for long-term 
capital through the commercial banks mak- 
ing loans to outside, independent investment- 
issuing houses, entirely beyond the control 
of the commercial banks, and, therefore, 
more dangerous borrowers than _ affiliates. 
Consequently, the commercial banks would 
tend to restrict such loans, and we would 
undo a good deal of progress we have made 
in providing capital-raising facilities for the 
eolossal development of this country during 
the last quarter of a century. We would face 
the undesirable possibility of a concentration 
of money power in private hands, susceptible 
to little or no governmental control—which 
is the very condition we hoped we were 
rid of after 1907. 

One of the main difficulties of the invest- 
ment affiliate problem has been due to high- 
pressure salesmanship. But this has been 
true also of practically all businesses involv- 
ing selling, such as automobile, real estate, 
radio, women’s clothing and others. It was 
a product of the high-pressure period through 
which we have just passed. But the chief 
fundamental difficulty in connection with this 
high-pressure salesmanship in the bond field 
has come from the fact that the American 
public has shopped for its securities as it 
shops for its clothes. 

Much misapprehension also has arisen 
from the erroneous idea that bankers are the 
permanent owners of securities which they 
try to unload on the public. This is exactly 
what the investment bankers do not do, and 
if they persisted in such practice would soon 
go out of business. The fact is that invest- 
ment bankers and their investment affiliates 
are nothing but intermediaries between the 
public and the issuing corporations. Funda- 


mentally, the only reason investment bank- 
ers become the principal and temporary own- 
ers of securities is because it requires time 
and effort and expense to divide, say, a fifty 
million dollar issue into lots of, say, three 
thousand dollars apiece on the average, and 
place those thousands of parcels of securities 
with the investment public. The issuing cor- 
poration knows that it will receive on the 
specified date the entire fifty million dollars. 
Therefore, in most cases, the investment 
bankers buy the securities and then sell 
them, instead of acting as agents and receiv- 
ing fees, as real estate brokers operates. 

The remedy for existing weaknesses in our 
investment affiliate system lies in keeping the 
investment where it logically and 
economically belongs, namely, with the banks 
and their affiliates, and where it can best be 
controlled ; give it intelligent supervision, re- 
quire complete examinations by the banking 
authorities and set up proper safeguards. 

Finally, it is interesting to note that in a 
discussion of security affiliates and security 
operations of commercial banks in the Har- 
vard Business Review for October, there ap- 
pears this statement—from a wholly disin- 
terested source: “It is suggested that safer 
commercial banking can be achieved only by 
good management, and not by Congressional 
fiats aimed at the elimination of risks; that 
effective regulation may, however, aid in 
achieving this safety; that such regulation 
of the banks and their affiliates may improve 
the quality of investment banking, to the 
extent that supervision can be exercised, and, 
therefore, that the examination, publicity, 
and regulation of affiliate and bank operation 
in securities seems closer to the desired 
solution than does the abolition thereof. 
These conclusions are strengthened by the 
handicap which would be placed on the satis- 
fying of industry’s financial needs, if banks, 
now the most important organizations in the 
investment banking field, were to be removed 
from it.—It is believed that the regulation 
of these organizations is wiser than their 
abolition.”’—(From address before New York 
Chapter, A. I. B.) 
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THE CENTENNIAL OF SIR WALTER SCOTT’S FINANCIAL 
VICTORY 


FRANKLIN W. GANSE 
John Hancock Mutual Life Insurance Company and Author of ‘‘What Bankers and Trust Men 
Should Know About Life Insurance’”’ 


Sep- 
success- 
against 


IR WALTER SCOTT'S death on 
tember 21, 1852, brought to a 
ful ending a remarkable fight 
and disease. Some aspects of this 
heroic struggle have been brought to light 
rather recently, and should be included in 
the picture of this phase of his life. Thus we 
are used to having trustees appointed to 
carry through complicated matters of busi- 
ness: and three such took entire charge of 
the great author’s financial affairs from 1526 
to the date of his death. 


debt 


insurance 
his credi- 


We are also accustomed to life 
on the life of a debtor to protect 
tors; but consider it a modern device when 
so used. Scott's creditors were thus safe- 
guarded to a considerable amount. Vart of 
this life insurance was in a company of 
which he was a director. His diary shows 
how much he was impressed when he asso- 
ciated with the capitalists who made up the 
majority of the board of directors. This part 
of the record also shows that he suffered the 
lot of more ordinary applicants by being re 
jected when his trustees wished to insure him 
more heavily after the financial storm broke. 

But most of the details of his assuming, 
and struggling to pay, the large indebtedness 
of Ballantyne, his printer, and Constable, his 
publisher, are given in Lockhart’s fine biog- 
raphy. 

The 
trusts is 


oldest life insurance 
having links added to 
it. Thus we now know that Sir Walter 
Scott’s business life insurance trust with 
three individuals acting as trustees was set 
up in 1826 and terminated by his death in 
1832. In 1869 the first life insurance trust 
Which is generally known was executed with 
the Girard Trust Company of Philadelphia as 
trustee and has not yet been fully carried 
out, payments being still made to some of 
the beneficiaries. In 1877 the first life insur- 
ance trust deed was executed with the Provi- 
dent Life & Trust Company, now the Provi- 
dent Trust Company of Philadelphia, as trus- 


chain of the 
continually 


tee. This trust company was one of the pio- 
neers in this form of trust and has handled 
hundreds of them since 1877, 


Large Literary Profits 

From 1805, when “The Lay of the Last 
Minstrel” introduced a new poet to the de- 
lighted literary world, down to the end of 
1825, Scott experienced great and constant 
financial prosperity. This was the natural 
result of his unexampled fertility of produc- 
tion, especially’ of poems and novels, and of 
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The Sum assured by this Policy was paid on the death of Sir Walter Scott 
in the year 1832. Great improvements have since been made in the terms 


and conditions of the Cumpany’'s Polwies. 


First LIFE INSURANCE TRUST ON RECORD TAKEN 
OUT ON THE LIFE OF SIR WALTER ScoTT IN 1826 
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their constantly increasing popularity. Dur- 
ing these prosperous years countless poems, 
many reviews, and twenty-one Waverley nov- 
els were published ; beginning with Waverley 
in 1814 and ending with “The Betrothed and 
the Talisman” in 1825. Besides these there 
were many miscellaneous writings covering a 
wide range of subjects. 

Naturally Ballantyne and Constable shared 
in Sir Walter’s prosperity and made large 
profits on his works. But Ballantyne was 
a very poor business man and engaged in 
many unprofitable ventures. He spent most 
of his time reading proofs and making sug- 
gestions on Scott’s writings. Constable, while 
a better man of business, also engaged in 
many foolish ventures. Both financed their 
affairs by a volume of drafts and notes which 
grew to such numbers and amount that an 
inevitable crash came when one of Con- 
stable’s drafts on his London correspondents 
went to protest in January, 1826. 

Scott was constructively a partner in both 
houses and always declined to take any legal 
steps to avoid liability or to go through 
bankruptcy. As Lockhart says, “He thought 
that by devoting the rest of his life to the 
service of his creditors, he could, in the up- 
shot, pay the last farthing he owed them. 


He paid the penalty of health and life, but 
he saved his honor and his self-respect.” 


Sir Walter’s Affairs Trusteed 

Ballantyne and Constable should of course 
have kept Scott better informed as to the 
conditions of their finances, so that steps 
might have been taken to avoid utter ruin, 
but both were very remiss in matters of ac- 
counting. Scott has been blamed for not 
looking into these matters as a partner, but 
it was very natural for one who was so busy 
creating poetry and romance to give little 
thought to business details. In his personal 
accounts he was careful and accurate, but 
he left the printing and publishing houses to 
his inefficient partners. Ballantyne’s books 
had not been balanced for years. 

On January 3, 1826, Scott raised £10,000 
to help the struggling firms, by discounting 
his personal note. But a few days later the 
bill was dishonored which brought the trou- 
ble to a head. The arrangement for trustee- 
ing Sir Walter’s affairs, and accepting his 
offer to try to pay the entire debt, was speed- 
ily accepted by his creditors. The deed of 
trust was executed on February 24, 1826. It 
remained in force until his death, with the 
most friendly relations between him and the 
trustees and the body of his creditors, who 
were delighted at the progress made in de- 
creasing the indebtedness, and admired his 
heroic spirit. One creditor, for £2,000, tried 
to get judgment and thus break up the trust 
and force Scott into bankruptcy, but a friend- 
ly banker bought up his claim without 
Seott’s knowledge. 

To add to his troubles in 1826, Lady Scott 
died on May 15th, after a devoted married 
life of twenty-eight years. 


Novelist Assumes Debts 
The debts which Sir Walter undertook to 
pay by future literary labor amounted to 
£130,000. The works which he turned out 
during the next five and one-half years (for 
he wrote nothing after the middle of 1831) 
were as follows, not including many miscel- 
laneous reviews and articles: 
1826—W oodstock. 
1827—Life of Napoleon Buonaparte, 9 vols. 
—Chronicles of the Canon-Gate, First 
Series. 
—Tales of a Grandfather, First Series. 
1828—Chronicles of the Canon-Gate, Sec- 
ond Series. 
—Tales of a Grandfather, 2d Series. 
1829—Anne of Geierstein. 
—History of Scotland, Vol. 1. 
—Tales of a Grandfather, Third Se- 
ries. 
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—TIntroduction and Notes to Waverley 
Novels. 
1830—Tales of a Grandfather, Fourth Se- 
ries. 
—History of Scotland, Vol. 2. 
1831—Count Robert of Paris. 
—Castle Dangerous. 

Woodstock alone produced £8,000 for the 
creditors. Scott selected Cadell, Constable’s 
former partner as his publisher, and this 
proved to be a very wise choice. The volum- 
inous life of Napoleon was written in about 
twelve months’ actual time, extending over 
two years. The two last novels, written after 
the permanent failure of his health, show a 
remarkable degree of the ability displayed in 
earlier and more celebrated stories. 


Restoration to Financial Solvency 

The sad story of failing health may be 
briefly told. In the winter of 1826-27 severe 
rheumatism shattered his strength; but his 
writing was up to full measure of both qual- 
ity and quantity for the three years 1826, 
27 and ’28. In June, 1829 there were symp- 
toms of apoplexy, followed by a slight stroke 
on February 15, 1830, and another on No- 
vember 30th. In spite of these he wrote al- 
most as much in 1830 as in 1829. ‘At the end 
of 1830 he was much pleased by the volun- 
tary act of the creditors, releasing from the 
lien of the trust deed his furniture, plate, 
linen, paintings, library and curiosities of 
all sorts. 

In January, 1831, came a stroke of paraly- 
sis, followed by a much more severe one in 
April. It will be noted that he did not stop 
writing until some time after this heavy 
paralytic stroke. During the remaining sev- 
enteen months of life, Sir Walter was treated 
with profound respect and affection, and en- 
joyed the belief that he had paid the credi- 
tors in full. 

The two years from January, 1826, to Jan- 
uary, 1828, reduced the indebtedness by al- 


most £40,000. Succeeding dividends to the 
ereditors kept on cutting it down, but at the 
time of Secott’s death, September 21, 1832, 
there remained a balance due, all told, of 
almost £54,000. There was in the hands of 
the trustees about £2,000, and also life insur- 
ance policies payable to them aggregating 
£22,000, some of which had been taken out 
as early as 1817. A total of £20,000 of life 
insurance was made over to the trustees upon 
their appointment in 1826. This they sought 
to increase to £25,000; but could only get 
£2,000 additional. 

Cadell proved himself a good friend by 
offering to advance the balance necessary to 
make the estate solvent—about £30,000. This 
was done, and he was fully repaid out of 
future royalties, and a comparatively small 
amount also realized for the heirs. This, 
while not actually accomplished during his 
lifetime, the entire £130,000, with interest 
and expenses, was paid in full; and Sir Wal- 
ter Seott’s heroic struggle was crowned with 
success. 

oS & & 
WILMINGTON TRUST COMPANY 

One of the most efficiently conducted and 
thoroughly equipped trust departments in the 
country is that of the Wilmington Trust Com- 
pany of Wilmington, Delaware, which, ac- 
cording to the latest financial statement of 
the company administers an aggregate of 
$164,500,000 personal trust funds. Banking 
resources at the close of the third quarter of 
the year, amounted to $38,880,889 with depos- 
its of $23,403,281, Capital is $4,000,000; sur- 
plus and undivided profits, $10,608,616 and 
$400,000 reserve for contingencies. 


E. B. Greene, chairman of the executive 
committee of the Cleveland Trust Company 
says: “A time of stress is a time of testing. 
Men perform best in adversity. Human na- 
ture being what it is, prosperous times tend 
to make us soft.” 
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THE SEARCH FOR THE WILL 

One of the series of attractive leaflets on 
trust services which the Royal Trust Com- 
pany of Canada is using with marked suc- 
cess is that which chronicles the procrastin- 
ation which attends the drawing of wills. 
The incident chosen to direct attention to the 
need of proper testamentary disposition is 
drawn from Charles Dickens’ story of David 
Copperfield, and used as the text for the 
pamphlet, in the following words: 

“We had sealed up several packets when 
Mr. Jorkins said to us, ‘Mr. Spenlow was 
difficult to move from the beaten path. I 
am disposed to think he had made no will.’ 
“‘“Oh, I know he had,’ said I. ‘On the very 
last day when I last him he told me 
he had.’ 

“Mr. Jorkins and old 
heads with one accord. 
“*That looks unpromising,’ said Tiffey. 
“‘Very unpromising, said Mr. Jorkins. 

“Surely you don’t doubt—’ I began. 

“‘My good Mr. Copperfield, said Tiffey, 
‘if you had been in the Commons as long as 
I have, you should know that there is no 
subject on which men are so inconsistent and 
so little to be trusted.’ 

“Why bless my soul, he made that very 
remark, I replied persistently. 

“*T should call that almost final,’ observed 
Tiffey. ‘My opinion is—no will.’ 


saw 


Tiffey shook their 


FUTILE SEARCH FOR SPENLOW’S WILL 


“Tt appeared a wonderful thing to me, but 
it turned out there was no will. What was 
scarcely less astonishing to me was that his 
affairs were in a most disordered state. It 
was extremely difficult, I heard, to make out 
what he owed, or what he had paid, or of 
what he died possessed. It was considered 
likely that for years he could have had no 
clear opinion on these subjects himself.” 

Having thus introduced the subject, the 
Royal Trust Company leaflet concludes with 
the advice: “We strongly recommend the 
drawing of wills by those professionally 
trained in such work, and while the Royal 
Trust Company does not draw wills we are 
glad of an opportunity to go over them from 
the point of view of a practical administra- 
tor.” 


IX NDOW MENTS, by 
MacMillan Co., 


TRUSTEESHIP OF AMERICAN 
Wood, Struthers & Co. 
1932; 151 pps., $4. 

This new book presents a comparative 

study of investment experience of leading 
universities with endowments more than half 
a billion. The magnitude of trusteeship is 
indicated by such figures as are available for 
organized philanthropies and the investment 
principles and practices of thirty universities 
analyzed. Investment holdings are listed by 
various Classifications and by amounts for 
each institution, giving proportions of securi- 
ties of each class of bonds, common and pre- 
ferred stocks, mortgages and real property, 
and the distribution illustrated by graphs, 
Comparison is made with the invest- 
ments of life insurance companies, both by 
class of security, grade and type. Interest- 
ing studies are made of current income re- 
turned by the various classes of investments 
showing a composite yield, based on market 
values, for all securities, ranging from 5.79 
per cent for bonds and 7.24 per cent for com- 
mon 740 per cent for preferred 
stocks. These in turn are broken down into 
component types, and a list of holdings of 
these universities is appended. 


also 
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THE DECLINE IN NATIONAL INCOME 

According to a preliminary estimate by 
Bradstreet’s, the national income in the 
United States for 1932 reveals a decline of 
30.6 per cent from the 1931 figure. With an 
aggregate income of $37,500-million in 1932 
America experiences a reversal of economic 
age for it is necessary to go back to 1914 to 
find a comparable income, $35,647-million. 
The figure for 1932 compares with $54,000- 
million in 1931, $71,000-million in 1930 and 
$85,200-million in 1929. 
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ADVANTAGES OF ORGANIZED COOPERATION AMONG 
TRUST DEVELOPMENT MEN 


WHAT HAS BEEN ACCOMPLISHED BY THE TRUST DEVELCPMENT 
DIVISION OF THE F. A. A. 


WM. A. STARK 
Vice-president and Trust Officer, The Fifth Third Union Trust Company of Cincinnati, O. io 


(Epiror’s Note: Past experience has demonstrated that the qualities which inhere 
in responsible trust service acquire a stronger appeal and wider hearing during periods of 
business reverse or depression such as that from which the country now seems to be emerging. 
This is a time for active solicitation of new trust business. The following article relates the 
work of the Trust Development Division of the Financial Advertisers Association during the 
past six years and what this organization has accomplished and what it means in enabling 
trust development men to gain from frank interchange of ideas and attack on mutual 
problems.) 


URING the last six years an increas- to attend. It did not take these men long, 
ing number of trust officials have been however, to discover that they were losing 
inquiring why there should be a Trust something of value by not being able to dis- 

Development Division within the ranks of cuss their problems with each other. 

the Financial Advertisers Association. In 

this article the writer hopes to answer that 

question in such a way as to sell this Trust 

Development Division to the trust companies 

throughout the country. His sole object in so 

doing is to render a service to the trust 
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business. 

The reader will not have a true picture of 
this situation unless he first Comes to a cor- 
rect understanding as to what a trust de- 
velopment man really is. While in most 
cases his duties are various, vet in every 
case he is primarily a salesman or a sales 
manager. Now, salesmen as a rule have very 
little in Common with the executive and pro- 
ductive forces with which they work, and 
their problems are peculiar to their work. 
Outside of maintaining the product, giving 
good service and seeing to it that the sales- 
men are familiar with the product, there is 
little that the executive or productive forces 
can do to assist the salesman. Yet he has a 
lot of problems peculiar to his work, and 
hence in every organization employing more 
than two or three salesmen there are periodic 
sales conferences. 

Few trust companies are large enough to 
employ a sizeable number of trust develop- 
ment men, with the result that in most cases 

WILLIAM A. STARK 


there was no opportunity for sales confer- Vj ‘d dT The Fifth-Third Uni 
ences for the average trust development man a Se ae oe ee 
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Exchange of Experience and Ideas 

If by chance one of these trust development 
men attended a trust conference, he found 
very few there who were engaged in or who 
could talk intelligently about his line of 
work. On the other hand, he found many 
who were absolutely opposed to the active 
solicitation of trust business, If he attended 
these conferences from year to year he no- 
ticed a falling off in opposition to trust so- 
licitation, but no great increase in attendance 
on the part of trust development men. On 
the other hand, he heard able addresses on 
the various problems of trust administration, 
followed by equally able discussion, but little 
of this was of value to him, because on most 
of the subjects discussed he was bound by 
the policy of the institution for which he 
worked. 

It so happened that a number of these trust 
development men were also handling all or 
a part of the advertising work for their in- 
stitutions, and most of the others were work- 
ing in close harmony with their advertising 
men. These men familiar with trust adver- 
tising appreciated the fact that the trust de- 
velopment man had more in common with 
them than they did with the trust officers. 

These same advertising men assembled 


once a year at the conventions of the Finan- 
cial Advertisers Association, and, through 
their enthusiasm for that organization, they 
inspired the trust development men to seek 
an organization of their own. The result 
was that in 1926 a group of trust develop- 
ment men met at the Financial Advertisers 
Convention in Detroit for the purpose of 
discussing ways and means of establishing a 
forum for the discussion of their mutual 
problems. 


Creating a Forum for the Trust 
Development Man 


At that meeting it developed that there 
was very little doubt as to the need of such 
a forum, but that there was considerable dif- 
ference of opinion as to what organization 
was to furnish the forum, it being self-evi- 
dent from the start that it would be folly to 
attempt to set up an entirely new organiza- 
tion. Most of those present had discussed 
the subject with their superiors before reach- 
ing Detroit, and in the course of the argu- 
ment it became apparent that, while the trust 
development man felt that he would best 
fit into the Financial Advertisers Associa- 
tion, his superiors were of the opinion that 
the Trust Division of the American Bankers 
Association would furnish a better back- 
ground for the new organization, 


The discussion of this question, which be- 
gan at that meeting, continued for a year 
or more after the organization of the Trust 
Development Division of the Financial Ad- 
vertisers Association, and, in fact, there are 
a few “die hards” who still feel that the trust 
development man has no business being in 
the ranks of the Financial Advertisers As- 
sociation. On the other hand, the trust de- 
velopment men are delighted with their pres- 
ent surroundings in F. A. A., and they feel 
that their branch of F. A. A. has rendered 
a very substantial service to the trust busi- 
ness as a whole. 

In the first place they have stimulated an 
interest on the part of the Trust Division 
of the American Bankers Association in trust 
development work and its problems, and 
from their ranks have come many speakers 
who have addressed the various trust con- 
ferences on many phases of trust develop- 
ment work. Each of these speakers has 
either consciously or unconsciously given the 
trust officers at large arguments and ideas 
which were developed by the Trust Develop- 
ment Division of F. A. A. either on the con- 
vention floor or in its various committee 
meetings. 

In other words, the active debate on most 
of these questions has been conducted by men 
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thoroughly familiar with the work without 
the injection of comment by those whose 
opinion, while valuable on trust administra- 
tion questions, is almost useless on a purely 
sales problem. The result has been a grad- 
ual education of trust officials throughout 
the country in trust development work, so 
that now they are slowly beginning to re- 
alize that trust service is a commodity which 
must be sold, and that the problems in con- 
nection with merchandising it are much the 
same as the sales problems of any other 
business. 


Trust Development Still in ‘‘Swaddling 
Clothes’”’ 


The reader may say that all of this could 
have been better done within the ranks of 
the American Bankers Association, No one 
is more interested in the work of A. B. A. 
than the writer, and no one has reaped more 
benefits from A. B. A. than he, and yet, he 
is firmly of the opinion that had the trust 
development man become a part of A. B, A. 
it would have taken at least twice as long 
to make the same degree of progress, not 
because there is anything wrong with A. B. A. 
but solely because its Trust Division is not, 
primarily, a sales-minded organization and 
devoting its conferences largely to adminis- 
trative questions and matters of policy as 
well as internal operation. 

Trust development work in itself was con- 
sidered radical a few years ago, and even 
now it is in its “swaddling clothes.” Methods 
that were considered radical yesterday are 
now the vogue, and others which were well 
considered have now been abandoned. This 
means that each new idea must be thoroughly 
discussed and investigated before it is adopt- 
ed or rejected. In all of its phases it must 
be closely coordinated with advertising. 

While it is true that the trust development 
man must have a sound underlying knowl- 
edge of the trust business, he should, of ne- 
cessity, acquire this in his own trust depart- 
ment, since each institution has certain poli- 
cies and practices which must be taken into 
account in its trust development work. How- 
ever, there is rarely anyone in the trust de- 
partment who is familiar with sales prob- 
lems, and in a field so new it is risky for 
one to try out an idea until he has had the 
opportunity of having it subjected to the com- 
ment and criticism of others who are engaged 
in the same line of work. 


Problems ‘‘Cussed and Discussed’”’ 


The Trust Development Division of the Fi- 
nancial Advertisers Association is furnishing 
a forum where all of these ideas can be 
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“cussed and discussed,” and the reader would 
be amazed at the frankness of the criticism 
and the heat generated in some of the de- 
bates. Youth is more prevalent in the ranks 
of the trust development men than in the 
ranks of the trust officers, and youth has the 
faculty of being brutally frank in its com- 
ments. While to many this may seem a fault, 
it works to the advantage of the salesman, 
because his prospect does not hesitate about 
hurting his feelings. The discussions in 
F. A, A. are, therefore, splendid training for 
the man who must listen to and answer all 
sorts of comment and criticism. These same 
discussions quickly separate the “wheat from 
the chaff’? and without generating any ill 
will on the part of the man whose views are 
rejected. 

Close coordination between the advertising 
and trust development work of any institu- 
tion must exist, if the trust department is to 
grow. The men in each of these lines are 
seeking the same general result. Neither can 
get far without the other, but together they 
ean do and are doing a wonderful job. If 
this close relation must exist in each insti- 
tution, then surely one must admit that there 
are great benefits to be derived from the 
mingling of men from all over this country 
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and Canada who are engaged in these two 
lines of work. 

One striking result of this mingling came 
to the surface recently when a certain ad- 
vertising company placed on the market a 
syndicated sales help for the trust develop- 
ment man to the making of which a score or 
more of men engaged in trust advertising and 
trust development work in various parts of 
the country had contributed, The writer, 
who saw this work at various stages, is in a 
position to know that the finished product 
was vastly improved by this cooperation 
made possible through friendships created in 
Py. A. A. 

The trust development man in F. A. A. has 
found the advertising man to be a splendid 
companion in both work and play. He has 
learned that if properly approached his ad- 
vertising man will go with him the second 
mile, The result is that nowhere is there a 
finer exhibition of teamwork than that shown 
by the advertising and trust development 
men who work for the same institution and 
who go hand in hand to each F. A. A. con- 
vention. 


Give and Take Plan Observed 
Further, the writer wants to point out what 
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to him is the chief reason for the success of 
this Trust Development organization, which 
recently held its sixth annual convention. 
From the start the men who formed the or- 
ganization realized that in any work of this 
kind the benefits derived by each individual 
are in exact proportion to the amount which 
he contributes to the common cause. With 
this in view, every effort has been made to 
induce each member to contribute by way 
of formal speeches, magazine articles and 
informal discussions. 

The convention platform has been barred 
to bank officials who are not active workers. 
Adequate opportunity is given for impromptu 
discussions, and it is an unwritten rule that 
each member must express an opinion on 
every question asked him. What is the re- 
sult? The answer is that nowhere are trust 
problems so frankly and openly discussed as 
they are by members of the Trust Develop- 
ment Division of F. A. A. That these dis- 
cussions have proven beneficial to the various 
institutions for which these men work is best 
proven by the number of them who have re- 
ceived substantial advancement during the 
last five years. 

In conclusion, the writer wants to say that 
this organization does not in any way con- 
rival of the Trust Division 
Association, but 
Each 
each 


sider itself as a 
of the American 
rather as a co-worker in the same field. 
organization is doing a good job and 
is very helpful to the other. $v remaining 
independent of each other they will be able 
to earry on to the great benefit of the trust 
business. To one who attends the meetings 
of both, it is quite evident that they should 
not be combined, since by so doing the trust 
development men would lose more than the 
Trust Division of the American Bankers 
Association could possibly gain. 
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DIVIDEND RECORD OF AMERICAN 
SECURITY & TRUST CO. 

The directors of the American Security & 
Trust Company of Washington, D. C., re- 
cently authorized the 160th regular quarterly 
This reflects upon the prosperous 
and conservative career of this trust com- 
pany. The latest financial statement shows 
resources of $39,782,117; deposits, $31,745,- 
374 and capitalization of $7,643,307, with 
contingent reserve of $118,746. At the recent 
annual meeting of the Security Club, com- 
posed of employees of the company, Frank 
R. Underwood of the trust department, was 
elected president. 


dividend. 





WHY THE TRUST MESSAGE FALLS ON MORE 
ATTENTIVE EARS 


EMPHASIZING QUALITIES AND OBJECTIVES OF TRUST SERVICE 


TOWNER PHELAN 
St. Louis Union Trust Company, St. Louis, Mo. 


(Epiror’s Norte: 


Adversity is not without its chastening reactions. 


One of these is 


undeniably the increasing public regard for the type of trust service which has held fast to 
conservalism and diligent management through alternating periods of affluence and of depres- 


ston. 


Mr. Phelan recognizes that this is a time when trust advertising should be vigorously 


conducted because of changed conditions and prevailing psychology of public mind. Likewise 
he urges continuity of trust advertising as a potential agency in fostering public confidence.) 


DVERTISING is an attempt to influ- 

ence human conduct. It deals with 

human desires, prejudices, thoughts, 
knowledge and habits as they relate to a 
particular business. We are interested in 
these human qualities as they relate to the 
trust with 
advertising in general but is with trust ad- 
vertising. We are interested in particular in 
determining what should make 
in our advertising policies or technique as a 
result of the changed conditions and changed 
psychology we face today. 


business, for our concern is not 


changes we 


The purpose of trust advertising obviously 
is to influence people to use trust service. 
To accomplish this purpose most effectively 
trust advertising must attain four definite 
objectives. It must create confidence. It 
must inform people about trust service and 
educate them to its benefits. It must create 
a definite competitive preference for your 
company. It must secure inquiries for your 
solicitors to follow up. To understand the 
for adopting these four objectives 
for our advertising and to appraise the rela- 
tive importance of each, we must examine 
our product or what we have to sell. 


reasons 


Fostering Confidence 

Our product is service. It is a service of 
managing and conserving property for the 
benefit of others. Obviously one must repose 
the utmost confidence in another to entrust 
him with the management and control of his 
property. From this we must conclude that 
if our advertising is to influence people to 
use trust service it must create confidence. 

sut confidence is equally important for an- 
other reason. The service we sell is in most 


cases for future delivery. When we secure 
a will naming our company as executor or 
trustee in reality we have made a sale of our 
with delivery indefinitely delayed. 
The interval between the sale and delivery 
of the service is usually a long one, perhaps 
averaging twenty to twenty-five years. Dur- 
ing all this time the sale may be canceled at 
any time. 


services 


From this we must conclude that our ad- 
vertising must create confidence not only to 
new trust business but likewise to 
retain the potential or future trust business 
already secured. When we consider that this 
potential business represented by the wills of 
living people who have named trust com- 
panies as executor or trustee is many times 
larger than the volume of trust assets now 
being administered by trust companies we 
can appreciate fully the supreme importance 
of directing our advertising efforts to the 
promotion of confidence. Our advertising 
must create a positive desire for trust serv- 
ice and to do that must make the public 
aware of the specific benefits they may de- 
rive from the use of trust service. 


secure 


What Trust Advertising Must Tell 

People are not interested in trust service 
as such. Why should they be? But every 
person of property is vitally interested in 
some of the following benefits which he may 
derive from the use of trust services: 

The benefit of protection for his family. 

The benefit of economy in administering 
his estate. 

The benefit of experienced supervision for 
his investments. 

Assurance his plans will be carried out. 





TRUST COMPANIES 


Ancillary Service 
in Minnesota 


FStATES needing probate or 
other attention in Minnesota 
will be economically and expertly 
managed by this 40 year old 
Trust Company. Let us handle 
your Northwestern trust business 


for you. 


FIRST MINNEAPOLIS 
TRUST COMPANY 


115 SOUTH FIFTH STREET 
MINNEAPOLIS, MINNESOTA 


Affiliated with First National Bank 
in Minneapolis 





These things our advertising must tell. It 
must tell the entire community the funda- 
mental facts about trust service—not from 
our viewpoint but from the public’s view- 
point—not as trust service but as the bene- 
fits to be derived from trust service. We must 
spread knowledge, combat prejudice, correct 
misinformation and overcome indifference. 
In a word our advertising must educate the 
public and give life and vitality to the bene- 
fits they may derive from the use of our 
services. 

Examining our services still further we 
find them competitive. When, for example, 
an individual has named your company as 
executor he has made a deliberate choice 
between your company and an individual 
executor and between your company and an- 
other trust company. If the purpose of our 
advertising is to influence human conduct to 
the end that people will make use of our 
services we must consider this competition 
and give it due weight in planning our ad- 
vertising. 

Since personal solicitation is usually neces- 
sary to secure trust business and since a 
large proportion of trust companies employ 
trust solicitors another objective of trust ad- 


vertising is to secure inquiries to be followed 
up by the new business department. 


Trust Advertising Must Have Continuity 

We have now mapped out the objectives 
of our advertising. How may advertising 
accomplish these things? What are its prin- 
ciples? Advertising we have defined as an 
attempt to influence human conduct. It pro- 
ceeds on the assumption that people are in- 
terested in themselves, that they are curious 
about others, that they are indifferent to what 
we have to sell, that they forget easily, that 
they are creatures of habit and that they are 
subject to mass emotion and mass influence. 

If these assumptions are correct, advertis- 
ing that pays must have continuity. It takes 
time and constant repetition to overcome in- 
difference, to substitute remember for forget, 
to influence mass psychology and to create 
new thought habits. If you are not prepared 
to advertise consistently and regularly as a 
continuous program you had better not ad- 
vertise at all—for your money will be largely 
wasted. 

Since an advertising campaign represents 
a series of brief and rapidly fading impres- 
sions made on the minds of thousands of 
people, it is important that the campaign 
have continuity so that these fleeting im- 
pressions may fuse into more permanent ones. 
In no other way can you make a lasting 
impression on the public mind. Continuity 
implies likewise the adoption of one style of 
typographic appearance, illustrative treat- 
ment and layout, and the use of one copy 
slant for a long enough period to permit the 
publie to note the family resemblance in your 
ads and instantly identify them as yours. 
Use of the same size ads, publication on the 
same day of the week, selection of the same 
page and position in the paper, and the repe- 
tition of certain phrases, slogans and ideas 
are other important elements of continuity. 
When one campaign ends it should be fol- 
lowed at not too long an interval by another. 
The new campaign should not represent too 
radical a break with the old in reference to 
copy treatment or physical characteristics or 
there will be certain loss of continuity. 


Applying Advertising Principles to Trust 
Problems 

So much for advertising principles—how 
dad. they apply to our problems? Our first 
problem is to create confidence. Now confi- 
dence is an intangible thing intimately con- 
nected with mass emotion. This has been 
amply demonstrated by the unreasoned con- 
fidence of 1929 and the equally unreasoned 
panic that has now and again assailed us. 
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To create confidence we should use mass 
mediums such as newspapers and outdoor 
bulletins. Continuity so essential to any suc- 
cessful advertising program is doubly valu- 
able here for a lack of continuity in adver- 
tising is dangerous to confidence. It sug- 
gests the advertiser is assailed by doubts and 
is uncertain in conduct. The tone of our ad- 
vertising should be straightforward, sincere 
and dignified to create confidence. It should 
avoid the sensational and bizarre both in 
copy and typography. 

Our second problem is education. The best 
way to educate is by example—the worst 
way by preaching and so I suggest that our 
advertising set forth clearly and simply 
specific examples of the application of 
trust service to the problems of the individ- 
ual. You can build hypothetical cases as ar- 
guments for any and every type of service 
you have to offer. Cite, for instance, a 
specific example of the double transfer of an 
estate which could have been avoided by a 
testamentary trust and you will not have 
to argue your case. The facts will do it for 
you. Your readers are curious about other 
people. They’ll read a case example ad if it 
is attractively set up and if the case cited fits 
their circumstances they will readily identify 
themselves with the story. Who among us 
wants his estate twice taxed, or his estate to 
go to the wrong people or his dependents to 
suffer any of the misfortunes that may result 
from lack of a will or from a poorly planned 
one. There are many different effective styles 
of copy but for education and information I 
prefer the narrative style of copy using 
hypothetical cases to make my points. 


Competitive Advertising 


Our third advertising objective is to create 
a competitive preference for our company. 
We want our advertising to influence people 
to name our company rather than another 
trust company or an individual as executor 
or trustee. This is a perfectly legitimate ob- 
jective and harmonizes with the very sound 
conception of advertising as a process by 
which the strongest may take full advantage 
of their strength. It goes without saying 
that competitive advertising must not di- 
rectly or by implication reflect in any way 
uj on any other institution. To do so would 
not only be unfair but likewise would react 
unfavorably on public confidence which our 
advertising must promote. Sut it is my 
opinion that within the bounds of fairness 
and good taste there is ample opportunity 
for competitive advertising and that such ad- 
vertising is desirable both from the stand- 





A NEW ORLEANS MAHOGANY PLANT 


New Orleans 
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New Orleans is the largest mahogany market 
in the world; New York, Liverpool and London 
ranking next in importance. 

Three New Orleans lumber mills import an 
average of 25 million feet of mahogany annu- 
ally, give employment to more than 800 men 
and produce lumber whose value averages 
$5,000,000 annually. 

New Orleans takes the greater part of the 
mahogany logged in Mexico, Guatemala, Hon- 
duras, Nicaragua, Costa Rica, Cuba and Africa; 
converts it into mahogany boards and trans- 
ports this lumber to furniture centers of the 
United States and many foreign countries. 
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point of the individual trust company and 
the trust business as a whole. 

The right sort of competitive advertising 
will promote sophistication and discrimina- 
tion on the part of the public in reference to 
trust companies. Admittedly some institu- 
tions have entered the trust business without 
full realization of their responsibilities and 
without proper facilities for undertaking this 
work. Others have not sufficiently adjusted 
their organizations to cope effectively with 
modern tax and investment problems. A pub- 
lic made discriminating by the right sort of 
competitive advertising will be less likely to 
blame trust companies generally if and when 
the errors of any one company are exposed 
to the public gaze. Such a public will give 
a larger proportion of their business to those 
best fitted to handle it and this will exert 
pressure on all trust companies to improve 
their organizations and methods. 

Competitive advertising should be factual 
and specific not general and boastful. If, for 
example, your trust investment department 
consists of 20 men divided into 5 sub-depart- 
ments each specializing in some one group of 
securities such as municipals, rails, utilities, 
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industrials and real estate s¢ curities tell the 


public about it as simply as possible. It’s 
advertising material. Obvi- 


eogod competitive 
story is less interest- 
the benefits they may 
This suggests fea- 


ously your competitive 
ing to the public than 


derive from trust service. 
turing your competitive story as a minor 
theme in your ads. For example, in a news- 


the main body of copy 
choos- 


from 
list of reasons for 
as executor and trustee. 


paper ad apart 
ean appear a brief 
ing your company 
objective is to secure 
This may be done 
advertising. The 
raise ques- 
return card 


Our final advertising 
leads for trust solicitors. 
through direct mil 
should be provocative and 
does not answer. A 
should be enclosed offering a booklet. Be- 
cause of a perfectly natural desire to see 
tangible results in the way of trust business 
secured directly through advertising we are 
apt to place undue importance on this phase 
Traceable results and direct 
inquiries are no more than straws to show 
which way the wind blows. The real results 
of advertising are unseen and are found in 
the answers to these questions: Has your 
advertising given the community confidence 
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copy 
tions it 


of advertising. 
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in the strength and integrity and conserva- 
tism of your institution ? 
them as to the 
your service? 


Has it informed 
benefits they may derive from 
Has it sold them on the effi- 
of your organization ? 


Problems of Today 


Now we come to a consideration of the 
special problems which today’s conditions 
present. There are four problems which I 


The most important is 
It is quite 


propose to discuss. 
that of advertising 
that under 
tnilment of advertising 
be considered. If, however, 
contemplated is such as to seriously interfere 
advertising pro- 
will 


expenditures. 
natural present conditions cur- 
expenditures should 


the curtailment 


with the continuity of your 
eram it May do incalculable harm. You 
first lose the benefit of the cumulative value 


past advertising. You may depend 


of your 

upon it that when you again resume adver- 
tising it will require in the aggregate ¢ far 
larger expenditure to impress your Story 


publie as effectively as you could do 
smaller aggregate expenditure 


of continuity. 


upon the 
with a much 
if you observed the principle 
Advertising cannot be turned on and off like 
a water tap, many advertisers have 
learned to their sorrow. 


as 


An even more serious effect of discontinu- 


ing advertising is the unquestioned blow 
it will give to public confidence. You 
cannot advertise for years without making 


public mind and with- 


an impression on the 
out creating the expectation that your ad- 
yertising will continue. If it ceases at a 


confidence in financial in- 
stitutions is at a low ebb it cannot but affect 
confidence unfavorably. Your continued 
growth and very existence depend upon pub- 
Advertising is but one of a 
number of factors influencing confidence. 
Today many of these other influences are 
adverse. The publie is eynical, disillusioned, 
sceptical and bitter. They are none too dis- 
eriminating in their criticism. The Insull 
and Kruger failures, the foreign bond flota- 
tions, the real estate bond racket, the Radio 
Pool, and all the misfortune and follies of 
recent financial history have prejudiced the 
public against all financial institutions—in- 
cluding trust companies. However unfair 
that prejudice may be, it nevertheless exists. 
And since it does exist, we cannot ignore it. 
At a time when there are so many unfavor- 
able influences on public opinion can We 
afford to seriously eurtail the use of such a 
favorable influence as sincere, straightfor- 
ward and convincing advertising? 


time when public 


lic confidence. 
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The Phases of Trust Service to Emphasize 


Our second problem is to adjust the char- 
acter and tone of our advertising to today’s 
psychology. Our claims must be modest 
ones. We must not arrogate to ourselves too 
many perfections. We should not speak of 
the safety of trust funds or claim to invest 
trust funds in safe securities for there are 
no safe securities. Every investment involves 
a risk and today the public knows it. Let us 
advertise what we actually do. We invest 
funds prudently, carefully, conservatively— 
but not necessarily safely. We invest in 
sound securities—there are no safe ones. We 
take every precaution to minimize the risks 
of investment—but we cannot absolutely 
eliminate these risks. 

Our third problem is to determine what 
particular services to emphasize in view of 
today’s conditions. Specifically today’s con- 
ditions and psychology are decidedly adverse 
to the growth of life insurance trusts and 
tremendously stimulating to living trusts and 
testamentary trusts and agency business. 
They are neither particularly favorable nor 
adverse to securing executorships. 

In 1928 and 1929 investment conservatism 
was at a discount. Today the risks inherent 
in event the soundest investments are vis- 
ible to all. Fear has replaced unbounded 
optimism. The man who in 1929 was con- 
tent to leave his estate outright to his wife, 
now wants to leave it in trust. In many 
cases, he wants a living trust or an agency 
for his own protection. The investment con- 
servatism of trust companies which he criti- 
cised three years now appeals to him 
strongly. Here is a powerful force working 
in our favor. We should capitalize it by ad- 
vertising the advantages of living trusts and 
testamentary trusts placing particular em- 
phasis upon the methods we use to minimize 
investment risks. 


ago 


The new Revenue Act drastically increases 
estate taxes, and consequently increase the 
financial importance of avoiding unnecessary 
taxes. We, therefore, should advertise the 
testamentary trust as a means to avoid “The 
Unnecessary and Costly Second Shrinkage of 
Your Estate.” 

Today’s psychology of fear while helpful 
to our testamentary and living trust busi- 
hess is a temporary handicap in securing 
life insurance trusts. It causes many a man 
in seeking an investment guarantee from an 
insurance company to overlook or under-esti- 
mate the far greater risks to his family in- 
volved in a plan of insurance settlement 
which does not permit encroachment on prin- 
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cipal if necessary and which does not render 
his insurance available to his executor. Until 
some measure of business recovery occurs we 
will secure greater benefits from concentrat- 
ing our advertising on those services with 
the greatest current salability—namely testa- 
mentary and living trusts. In a word we 
should swim with the tide—not against it. 

One other aspect of the current situation 
is worth noting as regards technical side of 
advertising. This implies the need of in- 
creased emphasis on dominant size, attrac- 
tive layout, interesting illustrations and pro- 
vocative captions. 


ee 
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CHRISTMAS SAVINGS 


Over $440,000,000 will be available to over 
one half million members of Christmas Sav- 
ings Clubs and distributed this year end by 
over 7000 banks and trust companies. The 
average amount received by each member 
amounts to $42.00. While this figure repre- 
sents a reduction of about 11 per cent com- 
pared with a year ago, the buying power of 
$42 this year, in the terms of Christmas 
spending, is greater than the average amount 
received by each member in 1931. 
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The enlarged facilities, as provided in the new home 
of The Fifth Third Union Trust Co., are 
available in all fiduciary matters. 

WM. A. STARK, Vice-President and Trust Officer 
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MEMBER FEDERAL RESERVE SYSTEM 


APPOINTMENT OF JOHN G. LONSDALE 
AS CO-RECEIVER OF FRISCO 
RAILROAD 
Prospects for constructive reorganization 
and fiscal readjustments of the St. Louis- 
San Francisco Railway Company will be ma- 
terially improved by the announcement of 
the appointment of John G. Lonsdale, presi- 
dent of the Mercantile-Commerce Bank & 
Trust Company of St. Louis as co-receiver 
of the road. The appointment was made by 
Federal Judge Faris in St. Louis. Mr. Lons- 
dale will serve as receiver with James M. 
Kurn, former president of the railroad. The 


JOHN G. LONSDALE 


President of the MercantileCommerce Bank & Trust 
Company of St. Louis who has been appointed co-receiver 
of the ‘‘Frisco” Railway 


receivership is the result of friendly suits 
filed by a creditor and by bondholders and 
was consented to for the purpose of carrying 
out a readjustment reorganization plan pre- 
viosuly proposed by the Interstate Commerce 
Commission in passing on the road’s request 
for Reconstruction Finance Corporation 
loans. 

Mr. Lonsdale will have charge of all re- 
ceivership and financial adjustments except 
actual operations. His appointment is greet- 
ed with satisfaction by stockholders and 
bondholders as well as financial interests 
concerned in the rehabilitation of a road 
which has encountered temporary financial 
embarrassment. Mr. Lonsdale besides his 
outstanding record as a banker, has had val- 
uable experience in dealing with railroad 
problems. At the age of 22 he acted as re- 
ceiver under the late Federal Judge Trieber 
for the Little Rock, Hot Springs & Texas 
Railroad. The road was reorganized as the 
Little Rock & Hot Springs Western Rail- 
road and Mr. Lonsdale did such a commend- 
able job of it that Federal Judge Faris re- 
ealled the case to mind recently when he 
looked about for a capable co-receiver for 
the Frisco Railroad. 

In addition to this, Mr. Lonsdale also has 
served as a director on various railroads 
since entering the banking field in 1915. Like- 
wise he has served on various transporta- 
tion committees of the United States Cham- 
ber of Commerce and in 1926 was chairman 
of a special committee of the American Bank- 
ers Association which made a detailed study 
and submitted a lengthy report on the pro- 
posed consolidation of railroad lines. 


The Lee County Bank & Trust Company 
of Fort Myers, Fla., has reopened for busi- 
ness with capital of $100,000. 

The Gary Trust & Savings Banks of Gary, 
Ind., will reopen with Harry L. Arnold as 
president. 
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SUMMARY OF PROCEEDINGS 


OF THE 


Eighth Mid-Continent Crust Conference 


HELD AT MILWAUKEE, WIS., NOVEMBER 17TH AND 18TH, 1932 


EW problems as well as opportunities 

for advancement of trust service, as 

affected by changed economic and 
present-day conditions, received major atten- 
tion at the eighth Mid-Continent Trust Con- 
ference held at the Hotel New Pfister in 
Milwaukee, Wis., November 17th and 18th 
under the auspices of the Trust Division of 
the American Bankers Association. The 
group of states represented in the Mid-Conti- 
nent conference embraces a large propor- 
tion of the country’s trust companies and 
banks actively engaged in fiduciary opera- 
tions and commanding billions of trust as- 
sets. This assembly afforded valuable oppor- 
tunity for exchange of experience during one 
of the most trying years in American bank- 
ing history and it also gave emphasis to the 
inherent qualities of trust administration in 
maintaining integrity and resisting the en- 
croachments of business depression and ruin- 
ous descent in values. The states composing 
the Mid-Continental regional conference, are 
as follows: Arkansas, Colorado, Illinois, In- 
diana, Iowa, Kansas, Kentucky, Michigan, 
Minnesota, Missouri, Nebraska, North Da- 
kota, Ohio, Oklahoma, South Dakota, Texas 
and Wisconsin. 

Official welcome was extended to the con- 
ference delegates by John H. Puelicher, presi- 
dent of Marshall & Ilsley Bank, in behalf 
of the Milwaukee Clearing House Associa- 
tion, who commended trust men for their 
courage and good judgment in facing unac- 
customed problems of trust administration. 
He was followed by Chester D. Seftenberg, 
president of the Corporate Fiduciary Asso- 
ciation of Wisconsin and treasurer of the 
First Trust Company in Oshkosh. 

THE TRUST MAN’S HERITAGE 

Mr. Seftenberg, in addressing the confer- 
ence on “Reconstructing Economic Leader- 
ship—The Trust Man’s Heritage,’ said in 
part: 

“The world still is, as it has been for the 


past three years, in the throes of an eco- 
nomic maladjustment, a depression which 
is peculiarly persistent and whose effects are 
dangerously fundamental. Its basic causes 
must be found and permanently eradicated. 
No one has escaped its withering effects. 
Trust institutions have felt its devastating 
results in shrunken estates, lessened fees and 
increased work and worries. Having so 
much at stake, trust men not only as citizens 
but as trust men, in every way must do 
everything in their power to hasten the re- 
pair and reconstruction of our economic ma- 
chinery. For trust men the incentive to lead- 
ership in that program is not solely objec- 
tively social in nature, but is intensely per- 
sonal and subjective as well.... 

“It should be an everlasting source of 
sincere satisfaction to all trust men that, in 
the face of broken faith and violated obliga- 
tions appearing here and there in almost 
every phase of business, professional and 
political endeavor, American trust institu- 
tions and American trust men stand forth 
in an unbroken record of faithful steward- 
ship, a stewardship both of material pos- 
sessions and of public confidence. 

More than that, this fact should serve as 
an impelling incentive to every one in the 
profession to fulfill the destined leadership 
which a retained public confidence, which 
the nature of our business and which our 
position in our communities have placed in 
our hands. As to no other single group, to 
the corporate fiduciaries of America comes 
the compelling call to leadership in the res- 
toration of American faith and confidence in 
American institutions; to leadership in the 
economic and moral reconstruction which 
lies before us. That leadership, by the very 
nature of things, is part and parcel of the 
practice of our profession. It is the Trust 
Man’s Heritage. 

“In spite of the barrage of partisan propa- 
ganda unleashed by the recent campaign, 
this depression can be—and must be—over- 
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come by the business man rather than the 
politician. We all must recapture something 
of that pioneer self-reliance which will im- 
pel us to try and help ourselves, rather than 
to appeal to government to save us. In the 
end, we are the government and pay its bills, 
and historical examples teach that self-help 
is, in the long run, far more efficacious and 
far less expensive than governmental assist- 
ance. Immediate relief and palliative reme- 
dies may rightly fall within the scope of gov- 
ernmental activity as long as the emergency 
lasts. But fundamental readjustments and 
basic cures must come from business itself. 
“We in the trust field, more than ever be- 
fore, have not only a grave obligation to 
society, but also a marvelous opportunity for 
public service. In no other branch of the 
financial field are we able to find a greater 
chance, by our conduct and by our example 
to lead our whole economic structure back 


along that road which points towards ulti- 
mate social happiness.” 


VISUAL PRESENTATION OF THE 
TRUST STORY 

An unusually interesting contribution to 
the Mid-Continent Conference was the ad- 
dress by Earle L. Harrah, assistant trust 
officer of the Straus National Bank & Trust 
Company of Chicago, entitled “A Visual 
Presentation of the Trust Story.” The ad- 
dress was illustrated by what is termed “The 
Estate Plan Visualator”’ which presents pic- 
torially and in attractive coloring the prob- 
lems of estate transfer and conservation with 
suggestions for solving them. This “visuala- 
tor” is intended to help the prospect to obtain 
a clear understanding of his estate problems. 
The illustrative matter traces the subject 
from the source of the family’s income when 
the head of the family is still relied upon, 
then showing the vital change when the 
father’s chair is vacant, the types of loss 
which threaten the value and earning power 
of the estate; including transfer loss, liquida- 
tion of estate liabilities and liquidation of 
business of partnership interests; manage- 
ment loss after estate has been turned over 
to heirs. Then follow illustrative examples 
of how trust service meets the varying needs 
and changes the entire picture. 

In prefacing his presentation Mr. Harrah 
said in part: “It is my opinion that visual 
presentations are superior to all other types 
of sales procedure for the reason that they 
comply with certain, natural, scientific, and 
psychological laws. For example, we are 
told that the sense of sight is greater than 
the sense of hearing. If we were to ac- 
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cept the statement of Confucius, we would 
conclude that the sense of sight is one thou- 
sand times greater than the sense of hearing, 
for Confucius said, “It is better to see once 
than to be told a thousand times.” While, 
obviously, we cannot accept that statement 
as authoritative, nevertheless it does point 
to an early recognition of the superiority of 
the sense of sight to that of the sense of 
hearing. 

“While visual sales presentations are rela- 
tively new in the trust business, they are as 
‘old as the hills’ in many other types of 
businesses. In some types, they are indis- 
pensable. Who would think of attempting to 
build a ‘Woolworth Building,’ a ‘Merchan- 
dise Mart,’ or a ‘Hotel New Pfister’ without 
first getting an architect’s version of the 
proposed project in the form of drawings, 
blue prints, and models? ‘Without those 
things, it would be utterly impossible for the 
human minds to conceive, to say nothing of 
visualize, the completed project. In nine 
cases out of ten, it is just as impossible for 
the human mind to conceive of a completed 
estate plan without similar things of a yvis- 
ual nature.” 


PROFITABLE HANDLING OF REAL 
ESTATE IN TRUSTS 

Because of the numerous problems pre- 
sented to trust officials in the handling of 
real estate property and mortgage securities 
held in trust, the address presented by S. C. 
Waugh, executive vice-president of the First 
Trust Company of Lincoln, Neb., commanded 
particular attention. It became evident as 
Mr. Waugh proceeded that he had given con- 
siderable study to the subject assigned to 
him, in addition to his own immediate ob- 
servations and experiences. In referring to 
the acquisition of real estate through the 
mortgage route, Mr. Waugh directed atten- 
tion to what he termed an extremely inter- 
esting article in the September, 1932 issue of 
Trust COMPANIES by Caxton P. Rhodes of 
the Bank of America entitled “Apportionment 
of Proceeds of Sale under Foreclosure.” 

After discussing various angles of handling 
real estate in trust Mr. Waugh directed at- 
tention to conditions today which offer profit- 
able opportunities, especially in connection 
with adjustment in real estate values. He 
said in part: 

“In cases where real estate management 
is retained within the organization, the plan 
of cooperating with the outside agencies on 
sales and leasing is recommended. The policy 
of listing with all real estate agencies is 
questionable. From experience, better re- 
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sults can be obtained through a closer work- 
ing arrangement with a few outstanding in- 
dividuals and firms who, by the reason of 
their preference, will devote more time and 
energy to your particular problems. The 
properly managed real estate department 
should prove to be a Good Will builder and 
therefore a valuable adjunct to the New 
Business Department. This is particularly 
true in the middle western agricultural sec- 
tions where a large percentage of the accu- 
mulated wealth is still invested in real es- 
tate. The individual possessed of city or 
arm real estate is a better prospect for the 
trust department when he knows his execu- 
tor and trustee is equipped and qualified to 
carry on and manage his real estate invest- 
ments. 

“Another avenue of profitable trust busi- 
ness for the trustee equipped to manage real 
estate is being opened through this tremen- 
dous adjustment of real estate values. Nu- 
merous mortgage loan companies have been 
forced to liquidate and their outstanding 
loans—which many times will result in the 
acquisition of the real estate—must be serv- 
iced. An invaluable service could be rendered 
to many communities if the corporate fidu- 
ciaries were equipped to handle and would 
become more active in the matter of receiver- 


ships, particularly those relating to defaulted 
bond issues on apartments and other mul- 


tiple occupancy buildings. If we are to be- 
lieve the information that has been broad- 
cast, a genuine racket has developed in this 
field in certain localities. This quite natu- 
rally has taken place at the expense of the 
investor who, on account of his modest hold- 
ings, is more or less helpless. If the cor- 
porate trustees could receive but a small 
fraction of the reported fees they would be 
handsomely compensated and at the same 
time be performing a constructive community 
service.” 

TRENDS AFFECTING REAL ESTATE 

VALUES 

Operation of natural economic and physi- 
cal laws in determining the trend of real 
estate values, formed the basis of an address 
by Henry A. Babcock of the firm of Wm. 
H. Babcock & Sons, real estate consultants 
of Chicago. He used numerous charts and 
graphs to illustrate the subject. The paper 
dealt with some of those trends of city 
growth and development which should be 
understood in order to make intelligent de- 
cisions on whether to sell, hold, or improve 
property and decisions on investment of 
funds in real estate or real estate securities. 
Mr. Babeock stated that the proper solution 
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of a specific real estate problem involves a 
knowledge of the type of district in which 
the property lies, the changes which take 
place in that type of district, and how far 
these changes have progressed, as well as 
detailed information on the property itself. 


After describing the different and typical 
classification of real estate districts, Mr. Bab- 
cock said in part: “To understand the 
cycles of changes which take place in the 
various types of districts it is necessary to 
trace the development of the typical city as 
it affects these districts, and to gauge the 
future by a projection of past and current 
trends. In attempting to forecast the future 
it is advisable to avoid two somewhat com- 
mon beliefs, first, that the situation at any 
moment is static, and second, that revolu- 
tionary changes in building design, transpor- 
tation, or the habits of people will over- 
night set at naught the most carefully 
worked out predictions of future events. 
There is enough historical evidence to show 
that in the past no situation has remained 
static very long but at the same time the 
changes have been gradual and not instan- 
taneous. Whatever may be the case in other 
fields, changes in the types and rates of 
land utilization come slowly and usually can 
be foreseen.” 


AUTHORITY ON TRUST INVESTMENTS 


One of the most valuable contributions to 
the recent Mid-Continent Trust Conference 
held at Milwaukee was the paper on “Inter- 
pretation of Trust Investment Factors” by 
William P. Davis, assistant secretary of the 
Guardian Trust Company of Cleveland. He 
touched upon the investment end of trust 
business from a somewhat hitherto unex- 
plored angle. He became associated with the 
Guardian Trust Company of Cleveland in 
1922, joining the newly created Securities 
Analysis Department. After serving in this 
department for several years Mr. Davis be- 
came trust investment officer and later as 
assistant secretary handled general trust ad- 
ministrative work for several years. He has 
been secretary of the trust committee of the 
Guardian Trust Company for a number of 
years. Mr. Davis graduated from Oberlin 
College in 1915 and was for several years 
registrar of Detroit College of Law. He also 
graduated from Cleveland Law School and 
before coming to the Guardian Trust Com- 
pany was for three years divisional produc- 
tion manager of the Packard Motor Car Co. 


(Note: Addresses by Mr. Davis and others 
on the Mid-Continent Trust program appear 
in this issue of Trust COMPANIES. ) 





TRUST COMPANIES 


WHEN THE TRUST DEPARMENT FUNCTIONS SMOOTHLY 
AND EFFICIENTLY 


An instructive discussion on trust depart- 
ment organization and operation was pre- 
sented at the recent New Jersey Trust Con- 
ference by John H. Annis, trust officer of 
the Camden Safe Deposit and Trust Company 
of Camden, N. J. in the course of which he 
stressed the necessity of relieving executive 
officers from enslavement to technique and 
daily routine. Mr. Annis said in part: 

“Complete trust service consists of two 
major parts or types each one of which 
must be supported by the other. One, which 
might be called the personal service, has 
been the subject of many articles, talks and 
conferences. The other type may be des- 
ignated as.impersonal service. The personal 
service is rendered during the direct con- 
tacts with the trustors, the beneficiaries and 
those having business closely connected with 
the estate or trust account. The impersonal 
service rendered consists of the remittances, 
the advices, the protection, the accounting 
and the multitude of other details. 

No officer of a trust department which 
does any volume of business, who is cog- 
nizant of the strict accountability to which 
a corporate trustee is held, can maintain 
a frame of mind conducive to satisfactory 
personal contacts which are a part of the 
measure of successful trust service unless in 
the organization of the department there has 
been achieved a simplification and standard- 
ization of routine which assures attention 
to every detail without the initiation and the 
direction of such attention by a trust execu- 
tive. Proper organization will provide a 
system which insures against oversight of 
any of the many details and in turn relieves 
the trust executive from continual worry 
as to liability and possible loss because of 
failure to do the proper thing at the proper 
time in the protection of some asset or in the 
fulfillment of some duty and will remove 
him or them from enslavement to technique 
and from absorption in daily routine. 

“The management of a trust department 
should be as zealous as that of any other 
line of business in checking the quality and 
completion of each operation and methods 
used by other business are adaptable. Each 
new estate or account may be entered on a 
new account register on which is printed 
each major step in the administration with 
space for each person responsible for the 
various phases of the administration to indi- 


cate by his initials that the work has been 
completed, thus fixing in the trust depart- 
ment the responsibility for the quality and 
completion of the particular detail of ad- 
ministration. Other registers may be used, 
such as security register, mortgage register, 
real estate register, and closed account reg- 
ister. In reference to the first three there 
is printed on the forms all of the major 
operations in the successful handling of each 
asset from the detail accounting to the re- 
port thereof to various executives or com- 
mittees for consideration. On the closed 
account register is listed all of the steps 
necessary in closing the records of the estate. 
All of the above registers should be ex- 
amined daily by the chief clerk who signifies 
with his initials that the register has been 
completed as to a particular account, estate 
or asset. 

“Be sure that the results of any part of 
the organization or system justifies the cost. 
The department is not properly organized, 
systematized and managed unless costs are 
kept down as low as possibly can be com- 
mensurate with the maintenance of a high 
standard of service resulting in a reasonable 
profit in practically every administration. 
There, of course, enters into this a proper 
schedule of fees which must, it seems, be 
somewhat a matter of practical common 
sense judgment based on general experience 
of the individual department and that of 
other companies, until the day some genius 
devises a practical cost system for a trust 
department. <A logical division of the vari- 
ous functions in the organization of a trust 
department will, however, help toward the 
development and installation of such a sys- 
tem, when it is evolved, and will also help 
in the installation of a practical and complete 
system for the audit of the department as 
a whole, when another or the same genius 
has devised such a system.” 


The Chemical Bank & Trust Company of 
New York has been appointed coupon pay- 
ing agent in New York and co-registrar in 
connection with the California Oregon Pow- 
er Co. 6% per cent series due 1942 and 6 per 
cent series due 1962 refunding mortgage gold 
bonds; and registrar of Peoria Water Works 
first and refunding 5 per cent mortgage 
bonds. 
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FOURTH NEW JERSEY TRUST CONFERENCE YIELDS TIMELY AND 





INSTRUCTIVE DISCUSSION 


The annual trust conferences initiated by 
members of the New Jersey Bankers Asso- 
ciation actively associated with trust depart- 
ment administration, have commanded an 
attendance and interest which promises to 
rival the annual conventions of the parent 
organization. The reason is not far to seek. 
The first conference started with a vigor and 
a determination on the part of the sponsors 
to get down to basic facts and frank debate, 
which has provided incentive for every suc- 
ceeding conference. If anything, the recent 
fourth annual conclave held November 17th 
and 18th at Paterson, evidenced an even more 
intensive spirit among trust officials to “go 
into a huddle.” There was no lack of ani- 
mation in the debates, no absence of issues 
and problems based on trials and experiences 
of the past year. Plenty of ammunition was 
supplied by the cross-fire of questions and 
answers with Leslie McDouall, associate trust 
officer of the Fidelity Union Trust Company 
of Newark and George Letterhouse of the 
Commercial Trust Company of Jersey City, 
as battery team. 

Two hundred delegates were present when 
Charles H. Plenty, president of the New 
Jersey Bankers Association, called the con- 
ference to order. George Young of the Pas- 
saic fiduciary group, welcomed the delegates. 
The first session was largely taken up with 
an address by Charles A. Oswald, president 
of the Oswald Advertising Agency in Phila- 
delphia, whose topic was “There’s Sales Am- 
munition in Your Probate Court Records.” 
He urged no let-up in active solicitation of 
trust because of business depression and 
pointed to the potential arguments obtain- 
able from probate court records, which would 
tell total dollar volume of estates settled each 
year; proportion of such business going to 
trust companies and to individuals as execu- 
tors or trustees; proportion secured by indi- 
vidual trust institutions, other local trust 
departments and by out-of-town banks or 
trust companies and also revealing the vol- 
ume of estate property settled with wills or 
subject to intestacy. Mr. Oswald also al- 
luded to the abundant proof available show- 
ing greater degree of safety of estates con- 
fided to estates and the record of conserva- 
tion and lessened shrinkage by corporate fidu- 
ciaries. 

The first speaker of the second session was 
Walter J. McLaren of the Trust Company of 
New Jersey, Jersey City, part of whose paper 


on “Principles of Personal Trust Solicitation” 
appears elsewhere in this issue. He was fol- 
lowed by William P. Seddon who discussed 
“Taxability of Trust Deeds in New Jersey.” 
The next on the program was John H. Annis, 
trust officer of the Camden Safe Deposit & 
Trust Company who dwelt on “Organization 
of a Trust Department,” from which excerpts 
appear elsewhere in this issue as well as of 
the succeeding address on “Practical Han- 
dling of Securities” by Rembrandt P. Lane, 
assistant trust officer of the National Newark 
and Essex Banking Company. 

At the banquet on the evening of the first 
day’s conference the speakers were Presi- 
dent Plenty of the State Bankers Associa- 
tion and Judge Harold B. Wells of Borden- 
town. Speakers at the second day’s sessions 
were: James Wilson, vice-president, Second 
National Bank and president of the Paterson 
Chamber of Commerce; Frederick R. Pilch, 
vice-president, National Commercial Title & 
Mortgage Company, Newark; John A. Con- 
lin, certified public accountant; Waldron M. 
Ward, lawyer, and State Senator Arthur N. 
Pierson. 

During the discussions considerable atten- 
tion was devoted to trust investment experi- 
ence and what should be done with invest- 
ments under certain circumstances, 


RETIREMENT OF JOHN E. WHITE 

Directors of the Worcester Bank & Trust 
Company of Worcester, Mass., and of affili- 
ated banks, accept with deep regret the resig- 
nation of their chairman, John E. White, 
who has earned relief from active duties 
after a long period of service and accomplish- 
ment. For many years Mr. White was presi- 
dent of the Worcester Bank & Trust Com- 
pany as the oldest trust company in Massa- 
chusetts. Mr. White evinced a desire to re- 
linguish his duties several years ago when 
the Worcester Bank & Trust Company be- 
‘ame affiliated with the Worcester County 
National Bank and other Worcester County 
banks, including the Second National Bank 
of Barre, North Brookfield National Bank, 
Clinton Trust Company, Spencer National 
Bank and First National Bank of Webster. 
Mr. White was prevailed upon to remain in 
the post as chairman of the board of the 
Worcester Bank & Trust Company and the 
Worcester County National. Walter Tufts is 
president of both affiliated banks. 
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HOW BONDS RATED AS LEGAL AND HIGH GRADE HAVE FARED 


An interesting analysis of how high grade 
bonds have withstood the tests of depression 
is contained in an address on present day 
problems of trust investments presented at 
the recent New Jersey Trust Conference by 
Edward Schickhaus, assistant trust officer 
of ‘the Fidelity Union Trust Company of 
Newark, N. J. He said in part: 


“Most corporations have reduced their ex- 
penses, increased their efficiency, kept their 
contracts and paid the interest on their obli- 
gations, rails utilities and industrials like- 
wise. So far there have been surprisingly 
few defaults in interest in the better grade 
of bonds. I have had a list compiled of all 
defaults of bonds readily ascertainable from 
January 1, 1931 to date, except real estate, 
municipals and foreigns. I wanted to see 
if the theory that high grade bonds had done 
well up to the present in this depression 
could be supported. This list shows that 
during the year 1931 the total bonds which 
defaulted of all classes were 237. We knew 


of course, that they were not high grade just 
before they defaulted, but we wanted to know 


what sort of a record had been made by 
bonds which could be considered high grade 
five years before. 

“Using the recognized rating services, we 
found that of the 237 bonds which defaulted, 
121 carried no rating. Of the balance, how- 
ever, no bonds rated AAA had defaulted in 
1931; only two with AA rating, both of 
which were in the Seaboard Air Line System 
and five in the A rating, three of which 
were Seaboard bonds and two Fisk Rubber. 
From this rating down, the defaults mounted, 
being twenty-seven in the BAA classification 
and 65 in the BA. 

“In 1932 there were 227 defaults, of which 
127 were not rated. Again there were no 
defaults in the AAA group. Seven in the 
AA, of which, two were Seaboard Air Line 
System, three, the Mobile & Ohio System and 
two International Match. In the A group 
there were six. Two were a traction prop- 
erty, two Seaboard bonds and two Wabash 
bonds. Some of the defaulted bonds were 
difficult to classify and there may be some 
omissions but the list is sufficiently accurate 
for our purposes. 

“While we know of course, that at least in 
the railroad group the Reconstruction Fi- 
nance Corporation has contributed to pre- 
venting defaults nevertheless the showing is 
gratifying. This, we must remember, in- 


cluded all classes of debt, junior as well as 
senior obligations. There are many instances 
of receivership where the senior or under- 
lying bonds such as you buy as trustee have 
not been disturbed. 

“Not in many years have the high class 
obligations of states, counties and cities and 
underlying utilities been available at such 
generous interest rates. We have seen obli- 
gations like Edison Electric Dluminating of 
New York or Brooklyn, Hydraulic Power 
Company of Niagara Falls, Consolidated Gas 
Company of Baltimore City and others simi- 
lar occasionally traded in, bonds, which are 
normally most difficult to purchase because 
they are infrequently sold. Such bonds are 
now from time to time offered, and, because 
of the wide margin of earnings, appear to 
be impregnable so long as this present civili- 
zation exists as it is now constituted. The 
buyer with a good knowledge of bonds, de- 
lights to buy choice securities. Often when 
offered in thin markets by taking a round 
lot he can secure a very advantageous price 
for his trusts, dividing them into odd lots 
of one or more bonds, whereas, the individual 
trust could not buy one ‘bond at so advan- 
tageous a price.” 


ELECTED PRESIDENT OF PATERSON 
NATIONAL BANK 


The Paterson National Bank of Paterson, 
N. J., recently announced the election of Silas 
Thomas to the presidency, following the re- 
tirement after forty years service to the in- 
stitution of Daniel Murray, who continues 
active interest as chairman of the board. 
Mr. Thomas, identified with local manufac- 
turing interests, has been a director for the 
past five years. The Paterson National Bank, 
established in 1889, has present total re- 
sources in excess of sixteen million in addi- 
tion to a large and steadily growing volume 
of trust assets. 


Manufacturers Trust Company of New 
York has been appointed trustee under a 
refunding issue of 6% per cent serial gold 
mortgage notes aggregating $240,000 of the 
Rubber & Celluloid Products Company; 
coupon-laying agent for 5 per cent general 
funding bonds of Calhoun County, Texas. 
and coupon paying agent for bonds series 
122 to 127 of the Savings & Loan Bank of 
the State of New York. 
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ATTACK ON NEW PROBLEMS IN SOLICITING TRUST BUSINESS 


In his address before the recent trust 
conference of the New Jersey Bankers Asso- 
ciation on “Personal Trust Solicitation,” 
Walter J. McLaren of the Estate Planning 
Division of the Trust Company of New 
Jersey, Jersey City, discussed some of the 
major problems confronting the acquisition 
of new trust business which have been caused 
by prolonged business reverse. He said in 
part: 

“Since the latter part of 1929, when pros- 
perity began its crashing decline into the 
pits of depression, the task of adding new 
business to the trust department has become 
increasingly more difficult. Several factors 
contribute to this difficulty of soliciting trust 
business. The first factor is the loss of capi- 
tal which our prospects have suffered, with 
the result that we find our field for solicita- 
tion is considerably reduced. ‘Second, during 
the past few years we have had a great 
number of bank failures which have shaken 
the public’s confidence in all banks and bank- 
ing functions. This, however, is subsiding. 
Third, we find the individual prospect is 
reluctant to have his estate analyzed, as 
he does not want to expose his financial 
status. There are other effects of the de- 
pression but I feel that the three I have 
mentioned represent our major problems 
today. 

“Just as our generals during the war de- 
pended on the experienced allied staffs for 
guidance, so must we look to our friends 
in other lines of salesmanship for a plan of 
attack. We find by analyzing other sales 
tactics that there are certain principles 
common to all. The principles I speak of are 
simple but important, First we must find 
our prospect, then gain his confidence, get 


his ideas, create a desire, and finally com- 
plete the sale. While these few principles 
may seem very elementary to you, neverthe- 
less they are the foundation on which we 
must build our new business campaign.” 

Mr. McLaren then proceeded to analyze 
and develop each step in the trust new bus- 
iness campaign and availing himself of the 
plan and experience gained by the institu- 
tion with which he is associated. He con- 
cluded his address as follows: 

“Now that we have analyzed the sale let 
us examine the implements available to us 
for building a sale. We have but a limited 
number, but if used skillfully they will pro- 
duce surprising results. When I discuss the 
various tools we use, I do not attempt to 
express an opinion as to their relative value, 
as I am of the opinion that where you do not 
have success with any one implement you 
are not making proper use of it. The first 
tool is general advertising. By that I mean 
name advertising and department advertising. 
This includes newspaper, billboard, lobby dis- 
play and other similar forms. Second, we 
have mail advertising to a selected list of 
prospects which calls for action on the part 
of the prospect. ‘Third, the personnel of 
the bank, especially the officers, should be 
actively employed in procuring new business. 
Fourth, the life underwriter and the attorney 
should be cultivated as valuable sources of 
business. Fifth, I have found that satisfied 
customers very often sell their friends or 
business associates. Sixth, and last but not 
least, is the trust solicitor himself.” 


The Second National Bank of Erie, Pa., 
reports $12,272,000 trust funds under ad- 
ministration. 





588 TRUST 


DIVERSIFICATION OF INVESTMENTS IN 
TRUST ESTATES 


In the course of an ably prepared address 
before the New Jersey Trust Conference on 
the “Practical Handling of Trust Invest- 
ments,” Rembrandt ‘P. Lane, assistant trust 
officer of the National Newark & Essex Bank- 
ing Company, discussed current aspects, the 
value of constant scrutiny, maintenance of 
a well equipped statistical department and 
the procedure in which decisions are arrived 
at in the bank with which he associated in 
the matter of holding, selling and buying 
trust securities. In treating on diversifica- 
tion in trust investments, Mr. Lane said: 

“Every estate is different; one may come 
in with 90 per cent common stocks, another 
80 per cent mortgages; another man, during 
his lifetime may have confined himself to 
preferred stocks, and so on. We firmly be- 
lieve that each case should be handled on its 
own merits and requirements. It would be 
an impossible ideal to obtain and an imprac- 
tical one to carry out to have a standard 
yardstick of say 55 per cent bonds, 25 per 
cent mortgages, 10 per cent preferred stocks 
and 10 per cent common stocks. While we 
have some funds approximately on this basis, 
if we attempted this on all our funds, our 
percentages, in the first place, would change 
every day with the varying day to day 
changes in prices of the securities involved, 
and in the second place we would, at a 
time of low money rates, have to pay ex- 
tremely high prices for our good bonds. 
Rather than these fixed ratios which are 
so difficult to attain, we do attempt to use 
the worked out percentages to weed out the 
weaker securities and to prevent any fund 
from being made up of more than 10 per 
cent in any one security, and not have more 
than 5 per cent, if that security be a com- 
mon stock. 


“As banks and trust companies are giving 


more and more thought and serious con- 
sideration to these problems handled by the 
statistical devision of their trust depart- 
ments, so will the results they show be more 
and more applicable to the reputation they 
are building up; that an institution, through 
its organization and facilities is able and 
efficiently equipped to handle adequately all 
kinds of estates and trusts.” 


“Assent to Allowance of Trustees and Ex- 
ecutor Accounts” was a subject discussed at 
a recent meeting of the Corporate Fiduciary 
Association of Boston. 


COMPANIES 


A TRUSTEE’S INVESTMENT POLICY 

Because of frequent statements and infer- 
ences in public print that trust companies or 
banks having investment affiliates are prone 
to purchase securities for trust accounts from 
such affiliates, the Guaranty Trust Company 
of New York published a display advertising 
announcement in newspapers recently which 
read as follows: 


A TRUSTEE’S INVESTMENT POLICY 
WY HEN statements are repeatedly 

made in public print that lead 
to the inference that trust companies 
with investment affiliates use their 
trusts as an outlet for securities which 
their affiliates have for sale, it seems 
appropriate that an authoritative 
statement of the facts be made. 


HE Guaranty Trust Company of New 

York, in common with many of the 
leading banks and trust companies in the 
country that do a trust business, has an 
investment affiliate. 

Under no circumstances does this Com- 
pany purchase securities for its trusts from 
its investment affiliate or itself; nor does it 
ever purchase from any source whatever, 
any securities in which it or its investment 
affiliate has an underwriting interest. In 
the entire history of its trust operations 
the Guaranty Trust Company of New 
York has never deviated from that policy. 

It would be clearly illegal for this Com- 
pany as trustee to purchase from itself, 
either directly or indirectly, securities for 
a trust that it administers. Only with the 
specific authority of the maker of the trust 
could this be done. Under the policy of 
this Company any trust embodying such 
authority would be declined. 

Therefore, no one should be misled by 
the implication that a trust company, 
because it has an investment affiliate, will 
be prejudiced in its own favor in selecting 
trust investments. 


Robert M. Huston, formerly with the 
Treasury Department and in the office of the 
United States Attorney General, has been 
elected president of the Ohio Savings Bank 
& Trust Company of Toledo, O., which will 
reopen December 15th and having been closed 
since August, 1931. 

One of the largest savings institutions in 
the country resulted from the merger during 
the month of the Italian Savings Bank and 
the Maiden Lane Savings Bank with the 
East River Savings Bank of New York. Ac- 
counts of 140,000 customers give deposits of 
$152,037,745. Darwin James continues as 
president, of the East River Savings Bank, 
incorporated in 1848. 
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120 Broadway, New York, N. Y. 


VIRILE MESSAGE FROM NEW PRESIDENT 
OF F. A. A. 

The membership of the Financial Adver- 
tisers Association is duly alert to its oppor- 
tunities to render important publie service, 
judging from the first message from H. A. 
Lyon, advertising manager of the Bankers 
Trust Company of New York, who was hon- 
ored with the presidency of the association at 
the recent annual convention in Chicago. 
President Lyon states: 

“It is undoubtedly true that this depres- 
sion, deplorable though it has been, has 
served to focus the attention of executives 
of financial institutions on the power of pub- 
lic opinion and conversely on the desirability 
of a consistent policy of enlightening that 
opinion to avoid or at least minimize future 
debacles. We ourselves have been in part to 
blame for the years during which public re- 
lations were considered pretty generally un- 
important. We have talked among ourselves, 
exchanged ideas and swapped experiences 
which have been helpful a'ong many lives. 

‘We bave made no genuine concerted effort 
to tring to the attention of seniors in our 
institutions the desirability—even the neces- 
sity—of an adequate public relations policy, 
and we have seen that unless this is done 


the public remains in ignorance which at 
its worst is translated into panic. It is our 
responsibility and our privilege to seize the 
opportunity for public enlightenment and to 
engender in our senior officers not only a 
tolerance of, but an enthusiasm for such a 
program. It is this new opportunity, this 
new conception which should aid us in put- 
ting the public relations job in each institu- 
tion where it belongs—among the foremost 
of the problems that the institution must 
face. For the sake of the institutions for 
which you work, for the sake of the public 
and for the sake of each of us I bespeak the 
cooperation of our membership in this task.” 


Effective Credit Management is the sub- 
ject of the latest booklet issued by the pol- 
icy holders service bureau of the Metropoli- 
tan Life Insurance Company of New York 
which summarizes policies and practices em- 
ployed by manufacturers and wholesalers. 

Trust and loan companies of Ontario, 
Canada, report total deposits of $74,829,221 
and investments of $128,039,684. 

The New Britain Trust Company of New 
Britain, Conn., reports resources of $5,534,915 
with capital of $1,000,000 and surplus and 
undivided profits of $481,983. 
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JACKSON E. REYNOLDS ELECTED DIREC- 
TOR OF PRUDENTIAL LIFE 
INSURANCE Co. 

The Prudential Insurance Company of 
America announces the election of Jackson 
E. Reynolds as a member of its board of di- 
rectors. Mr. Reynolds is president of the 
First National Bank of New York. In addi- 
tion to being chairman of the organization 
committee, Bank for International Settle- 
ments, he is a member of the banking and 
industrial committee of the Second Federal 
Reserve District. 

Born in Illinois Mr. Reynolds graduated 


JACKSON E. REYNOLDS 


President, First National Bank of New York, who has 
been elected a Director of the Prudential Insurance Com- 
pany of America 


from Stanford University and later received 
his LL.B. from Columbia University. He 
served as General Attorney for the Central 
Railroad Company of New Jersey from 1906 
to 1917. He was elected vice-president of 
the First National Bank that year, assum- 
ing the presidency in 1922. Mr. Reynolds is 
also chairman of the board of the Lehigh 
and Wilkes-Barre Coal Company and the 
Lehigh and Wilkes-Barre Corporation, direc- 
tor of the New York Central Railroad, South- 
ern Railway Company, Southern Pacific Com- 
pany, the Cleveland, Cincinnati, Chicago and 
St. Louis Railway Company, National Bis- 
cuit Company, American Radiator and Stand- 
ard Sanitary Corporation, Montgomery Ward 
& Company and Tide Water Associated Oil 
Company. 


NEW APPOINTMENTS AT TORONTO 
GENERAL TRUSTS CORPORATION 

The Toronto General Trusts Corporation, 
one of the leading and oldest trust companies 
in Canada, announces several changes. At a 
recent meeting of the board Thomas Brad- 
shaw was elected a vice-president in place of 
the late C. S. Blackwell. Mr. Bradshaw has 
been a director of the corporation since 1920 
and is president of the North American Life 
Insurance Company. C. 8. Macdonald, presi- 
dent of the Confederation Life Association, 
has been elected to take Mr. Bradshaw’s place 
on the board of directors of the Toronto Gen- 
eral Trusts Corporation. 

Norwin S. Bean, president of the Manches- 
ter National Bank and of the Manchester 
Safety Deposit & Trust Company, Manches- 
ter, N. H., has been elected secretary of the 
Federal Reserve Bank at Boston, Mass. 

Robert M. Tappan has resigned as vice- 
president of the National Shawmut Bank of 
Boston, Mass., to become New England man- 
ager of the Bradstreet Company. 





TRUST COMPANIES 


bY 


mericas 


INDUSTRIAL 
CENTER... 


J, A. HOUSE 
President, Guardian Trust Company, Cleveland, who has 


been appointed a Member-at-Large of the Executive Coun- 
cil of the A. B. A. 


When 


individuals move from 


corporations and 


your city to the Newark 
territory, give them a 
letter of introduction to 
New Jersey’s largest bank. 


FIDELITY UNION 
TRUST COMPANY 


¢ Member Federal Reserve System « 


NEWARK, NEW JERSEY 





J. A. HOUSE ON EXECUTIVE COUNCIL 


OF A. B. A. 

A. House, president of the Guardian 
Trust Company of Cleveland has been ap- 
pointed one of the five members at large of 
the executive council of the American Bank- 
ers Association. Mr. House is also on the 
public relations committee of the American 
Bankers Association and a member of the 
Federal Advisory Council, Washington. 

Allan B. Cook, vice-president of the Guard- 
ian ‘Trust Company, has ‘been appointed 
chairman of the publicity committee of the 
trust company division of the American 
Bankers Association succeeding Francis H. 
Sisson, vice-president of Guaranty Trust 
Company, New York, who was elected presi- 
dent of the American Bankers Association 
at its recent convention in Los Angeles. Mr. 
Cook has served on the publicity committee 
for the past seven years. 


The First National Bank of Princeton, N. 
J. reports resources of $5,743,000 and deposits 
of $4,887,000. Geo. E. Gibson is trust officer. 

Ralph E. Spaugh has been elected assistant 
treasurer of the Wachovia Bank and Trust 
Company of Winston-Salem, N. C. He is a 
graduate of the University of North Caro- 
lina. 
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NO CHANGE IN MANAGEMENT OF 
COMMERCE TRUST COMPANY OF 
KANSAS CITY, MO. 

An official and. emphatic denial comes from 
the board of directors of the Commerce Trust 
Company of Kansas City, Mo., in response to 
reports which gained considerable newspaper 
currency to the effect that through purchase 
of a block of the company’s stock, there 
would be a change in the official management 
of the trust company. The official statement 
reads: 

“Inasmuch as there has been an announce- 
ment of a recent purchase of a block of 
stock formerly held by the Gary interests 
in the Commerce Trust Company, the board 
of directors of this bank today in its regular 
monthly meeting unanimously adopted the 
following resolution: 

“That the board here and now states that 
there will be no change in the official man- 
agement of this bank and that it will con- 
tinue as it now exists.” 

The reports which prompted this official 
negative, were to the effect that through pur- 
chase of stock held by the Theodore Gary 
interests, control of the company was sched- 
uled to pass to J. W. Perry, who was twice 
president of the Commerce Trust Company 
in former years. During the last ten years 
Mr. Perry has been actively associated with 


WALTER S. McLucas 


Chairman of the Board, Commerce Trust Company, 
Kansas City, who has been appointed a Member-at-Large 
of the Executive Council of the A. B. A. 
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the financial end of the Theodore Gary tele- 
phone interests. According to reports Mr. 
Perry arrived in Kansas City recently with 
the 11,000 shares of Commerce stock which 
had been owned by the Gary interests. He 
also came prepared with a syndicate plan to 
distribute these shares among the bank’s lo- 
cal shareholders and directors. Contingent 
with this plan, and with proxy and option 
also on 7,423 shares held by a corporation at 
one time aligned with the Gary group, Mr. 
Perry proposed to re-establish himself as an 
executive official of the Commerce Trust Com- 
pany. 

These reports as to change in official man- 
agement are definitely set at rest by the 
positive action and quoted statement issued 
after the regular November meeting of the 
board of directors of the Commerce Trust 
Company. Nearly all of the members of the 
board, comprising 35 members, were present 
and the proceedings evidenced the unqualified 
faith and enthusiastic approval of the board 
toward the present management under the di- 
rection of Walter S,. McLuecas, chairman of 
the board, and James M. Kemper, president. 

The Commerce Trust Company is one of 
the bulwarks of banking in the central west- 
ern states and has achieved notable progress 
under the guidance of Chairman McLueas 
and President Kemper. The latest financial 
statement as of September 30, shows aggre- 
gate resources of $93,733,470 with cash, due 
from banks and U. 8S. Government securities 
amounting to $48,904,382, representing an ex- 
ceptionally high degree of liquidity. In ad- 
dition the resources include state, municipal 
and other bonds and securities amounting to 
$16,281,059 with demand loans of $3,070,000 ; 
loans and discounts of $21,361,000. Deposits 
total $84,524,000. Capital is $6,000,000; sur- 
plus $2,000,000 and undivided profits $796.- 
381. 


The Hudson Trust Company of Hoboken. 
N. J. following the recent purchase of assets 
of the Hoboken Trust Company, reports as- 
sets of over $30,000,000. 

William G. Dancy, vice-president of the 
Union Trust Company of Baltimore, has been 
elected chairman of the Southwestern group 
of the Investment Bankers Association of 
America, 

The Baltimore Trust Company has divested 
itself of its securities affiliate, the Baltimore- 
Gillet Company, the business of which has 
been taken over by Gillet & Co. 

The Norristown-Penn Trust Company of 
Norristown, Pa., reports trust funds amount- 
ing to $21,971,000 and banking resources of 
$10,656,000. 
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APPLYING SCIENTIFIC METHODS IN 
VALUING NEW TRUST BUSINESS 


(Continued from page 520) 

tained in 1931 by the use of present values 
computed in the manner illustrated. To 
summarize, it is found that the 170 pieces 
of business amounting to twelve million dol- 
lars secured in 1932 have a total present 
value of $142,000 in gross fees, while the 
ninety pieces of business secured in 1931 
have a value of almost the same amount. 


Applying Laboratory Methods 

The banks represented in the Chicago Com- 
mittee propose to apply a laboratory method 
in recording present values in a uniform man- 
ner by using a record card for each item of 
new business secured after January 1, 1933. 
We will thus build up a record on a 
large volume of business in a comparatively 
short time. The plan is to keep the record 
for five or more years, checking up periodi- 
cally on lapses and comparing the worth of 
maturing business with the estimated pres- 
ent value. Such a study should enable us 
to revise and increase the accuracy of our 
estimates as to the various factors involved. 
This is not nearly as laborious or difficult a 
matter as will appear, for the reason that all 
computations of present values can be made 
as quickly as simple interest calculations 
when our tables are in final form. 

In this connection we wish to express our 
debt to Henry R. Corbett of Henry R. Cor- 
bett and associates, consulting actuaries of 
Chicago, for his patient cooperation and as- 
sistance. 

Heretofore the discussions of the subject 
of present value have been related principally 
to determining the compensation of the trust 
representatives on a production basis. While 
our committee takes no stand on this contro- 
versial subject, we find that one of the prin- 
cipal advantages in using the present value 
figures is to enable us to compare the pro- 
duction of one new business representative 
with another. This method can also be of 
great value in helping us to concentrate our 
new business activities on the most profitable 
types of accounts. The matter of check- 
ing and strengthening our fee schedules has 
already been emphasized. With these ob- 
jectives in mind we invite the criticism and 
cooperation of all trust men interested in new 
business. 


case 
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George H. Wilson, retired vice-president of 
the Continental Illinois National Bank & 
Trust Company, succumbed to heart failure 
recently at the age of sixty-four. He had a 
record of forty years of service in banking. 


REPRESENTATION 
IN CHICAGO 
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Management and Disposition 
of Local Real Estate for 
non-residents 


Ancillary Administration in 
Illinois 


Special Facilities for the han- 
dling of State and Federal 


Court Receiverships | 
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NO DEMAND LIABILITIES 
NO TRADING IN SECURITIES 
ASSETS OVER $37,000,000 
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NEW QUARTERS FOR TRUST DEPARTMENT OF MARYLAND 
TRUST COMPANY OF BALTIMORE 


At the Maryland Trust Company of Balti- 
more the volume of trust business has not 
only registered steady increase but has as- 
sumed such proportions as to require addi- 
tional working space for executive and oper- 
ating personnel. This demand for amplified 
quarters was recently met when the entire 
second floor of the main office building of 
the Maryland Trust Company at the north- 
west corner of Calvert and Redwood streets, 
was remodeled to provide new quarters for 
the trust department. Every modern innova- 
tion in the way of equipment and for con- 
venience as well as expeditious operation has 
been introduced in these new trust depart- 
ment quarters. Aside from the handsomely 
appointed board room the trust department 
now occupies the entire second floor. 

The outer offices and conference rooms are 
paneled in American walnut with rubber 
flooring and ceilings of a sound absorbing 
material. The work rooms and document 


vaults are of sufficient size to allow for the 
growth of the department for some years to 
come. The entire floor has also been equipped 


with the most modern air conditioning ma- 
chinery. 

Heyward E. Boyce is president of the 
Maryland Trust Company, and Robertson 
Griswold is vice-president in charge of the 
trust department. 


The late Miss Harriett Draper, daughter of 
Daniel Draper, who was for many years 
meteorologist in charge of Central Park Ob- 
servatory in New York, provided in her will 
that the entire negotiable estate should go to 
persons who care for her ‘family of pets” 
consisting of cats and dogs. 

“Walking Down Broadway” is the title of 
a new release by the Fox Film Corporation 
which features James Dunn as a bank em- 
ployee engaged in the selling of coin banks 
and thrift accounts in the tenement districts 
of New York City. This picture is available 
to banks and trust companies. 

Judge W. Lindley Jeffers of the Atlantic 
City District Court has been elected presi- 
dent of the Bankers Trust Company of Atlan- 
tie City, N. J. 


SECTIONAL VIEWS OF THE SPACIOUS NEW QUARTERS PROVIDED FOR THE TRUST DEPARTMENT OF 
THE MARYLAND TRUST COMPANY OF BALTIMORE 
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EXPEDITIOUS HANDLING OF THE 
FEDERAL CHECK TAX 

The First National Bank of Jerome, Pa., 
has devised a satisfactory system of han- 
dling the collection of the two cent federal 
tax on checks which is especially adaptable 
to smaller banks. A. W. Charlton, assistant 
eashier of the bank, describes the method 
as follows: 

“We have a special rubber stamp which 
we apply to all taxable items and insert the 
new amount—the face amount plus the two 
cent tax—of the item with pencil, the item 
is posted with tax added in one operation. 
Thus a check in the amount of $100 is posted 
simply as $100.02. At the end of the day it 
is necessary only to count the number of 
items bearing this stamp and note the 
amount collected at the bottom of the Check 
and Deposit Journal sheet. 

“We then set up the account on our Gen- 
eral Ledger: ‘Reserve for Federal Taxes’ 
with which we credit these daily collections 
on customers’ checks, as well as the tax ¢col- 
lected on cashier’s checks, certified checks 
and rents of safe deposit boxes. At the end 
of the month it is but a few minutes’ task 
to complete the simple report sent to the 
Collector of Revenue.” 


THE PERSONAL ELEMENT IN 
TRUST SERVICE 

One of the really important objectives of 
trust publicity is to bring out the personal 
and human element in trust service. There 
persists a general belief that fiduciary serv- 
ice by trust companies and banks as corpora- 
tions is soulless and impersonal, adhering 
strictly to routine and legalistic formula. The 
fact that the contrary is true; that trust of- 
ficers take a keen and conscientious interest 
in their clients and especially in the case of 
minors and dependents, is abundantly shown. 
This element in trust service is illuminatingly 
presented in a brochure put out by the Na- 
tional Trust Company, Ltd., of Toronto, Can- 
ada, bearing the caption, “This Orphan Will 
Soon Be Twenty-one.” 

This attractive contribution to current 
trust publicity relates the story from actual 
experience of a son who was left an orphan 
at an early age and for whom the father 
had wisely created a trust fund. This trust 
provided income for educational and living 
requirements until such time as the son re- 
vealed ability to handle money or property 
wisely, the trust company meanwhile keeping 
the principal of the estate intact. The pam- 
phlet sets forth the cooperation between the 
boy and trust officials. 


“TRUST SERVICE EXCLUSIVELY” 


CALIFORNIA 
TRUST COMPANY 


LOS ANGELES 


You can—with confidence—delegate 


to us the responsibility of repre- 


senting you in any trust capacity. 


OWNED BY 


CALIFORNIA BANK 


Which today ranks 51st among the 
100 largest banks of the United States 





URGES WIDER USE OF TRADE 
ACCEPTANCES 


Arthur ©. Glass, vice-president of the 
Worcester Bank & Trust Company of Wor- 
cester, Mass., in an article appearing in the 
current issue of the publication issued by 
Robert Morris Associates, advocates the 
broader use of trade acceptances as furnish- 
ing the credit which is so necessary for busi- 
ness during this period of uncertainty. He 
discusses the various advantages and the 
manner in which trade acceptances are em- 
ployed, saying in conclusion: “If we are to 
obtain the greatest cooperation between busi- 
ness and banking interests in the use of the 
trade acceptance, it is necessary that all do 
their share in bringing it about. Loaning 
officers should familiarize themselves with 
this instrument and be in a position to give 
information to business houses encouraging 
its use, and also to remember that there are 
still four C’s in credit, two of. which have 
been greatly forgotten in recent months, 
namely character and capacity. The other 
two, capital and collateral, have been over- 
emphasized with a strong tendency toward 
collateral.” 
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She WASHINGTON, D. C. 


WASHINGTON LOAN 
and TRUST COMPANY 


PIONEER TRUST COMPANY OF THE NATIONAL CAPITAL 
FISCAL AGENT OF THE ARMY AND NAVY CLUB 
TRUSTEE OF THE WASHINGTON FOUNDATION 
TREASURER OF ENDOWMENT FUND, THE AMERICAN NATIONAL RED CROSS 


Central Office 
F Street at 9th, N. W. 


Resources, Banking Dep’t. 
$19,000,000.00 


West End Office 
17th St. at G, N. W. 





DELIVERY OF SECURITIES 
ASSIGNED BY TRUSTEES 

An exception with respect to trustees was 
recently included in Rule 16 of the Rules cf 
Delivery adopted by the Committee on Secu- 
rities of the New York Stock Exchange and 
governing the delivery of certificates with 
assignments or powers of substitution ex- 
ecuted by deceased persons, trustees, ete. 
Rule 16 reads as follows: 

“A certificate with an assignment or a pow- 
er of substitution executed by (a) a de- 
ceased person, (b) trustee or trustees, ex- 
cept trustees acting in the capacity of a 
board of directors of a corporation or asso- 
ciation, (c) guardian, (d) infant, (e) execu- 
tor, (f) administrator, (g) receiver in bank- 
ruptey, (h) agent, or (i) attorney, except 
as provided in Rule 35, is not a delivery.” 

This rule stood substantially the same for 
many years, until provision was made sev- 
eral years ago for the appointment of at- 
torneys by Stock Exchange firms. This ne- 
cessitated the exception with respect to at- 
torneys. Several months ago an exception 
with respect to trustees was included in the 
rule. This exception was for the purpose of 
distinguishing between trustees of savings 
banks, educational institutions, ete., acting 
in a capacity similar to that of a board of 
directors of a corporation, and trustees act- 
ing in a strictly fiduciary capacity, such as 
trustees of estates, for infants, incompetents, 
ete. 

In order to effect a delivery of securities 
assigned by trustees acting in the capacity 
of a board of directors, it is necessary to com- 
ply with Rule 9, which is as follows: 

“A certificate in the name of a corporation 
or an institution, or in a name with official 
designation, is a delivery only when the state- 
ment ‘Proper papers for transfer filed by as- 
signor’ is placed on the assignment and 
signed by the transfer agent.” 


DETROIT TRUST COMPANY STRIKES A 
NEW NOTE IN ADVERTISING 

In commenting upon a new series of trust 
advertisements featuring the present value 
of estate planning, sponsored by the Detroit 
Trust Company, the vice-president, Julius C. 
Peter, says that prevailing conditions offer 
an extra incentive to forward looking trust 
companies to increase their volume of trust 
business. An important avenue is that of 
assisting in the planning of economical estate 
distribution, thereby saving heirs many dol- 
lars in taxes. Says Mr. Peters: 

“The title of the first advertisement in our 
new series, ‘I haven’t a cent,’ is typical of 
what you may hear from people whose capi- 
tal wealth has shrunken badly in the last 
few years. Of course these people have 
money. The psychology of the situation is 
that these people are comparing their present 
worth with that of the 1929 high markets. 
They actually feel that they haven’t a cent. 
The angle from which we are approaching 
this situation is to show these wealthy peo- 
ple a picture of themselves, point out to them 
that there never was a greater need for sound 
estate planning and convince them that now 
is the time to build with what they have 
rather than to let things slide because of 
discouragement. Our object is to talk 
straight out to the public, tell people they 
are not so poor as they think they are and 
that we know that they know that in 1929 
mistakes were made which careful, cheerful 
rebuilding can rectify.” 

The Detroit Trust Company’s new adver- 
tising series is illustrated with specially 
posed photographs serving to drive home the 
message of the copy. Layout and size of 
the advertisement are made to fit the re- 
quirements of the illustration and copy. 


The Bankers Trust Company of New York 
is transfer agent for the Houdaille-Hershey 
Corporation’s Class A stock. 
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ESSENCE OF HIGH QUALITY TRUST 
SERVICE 

The Fidelity Trust Company of Pittsburgh 
has issued a neat booklet which in terse and 
convincing pages of text matter answers the 
title page query: ‘“‘Why the Fidelity?’ Here 
are some of the arguments as to why this 
company should be named as executor under 
will and as trustee under life insurance trust 
agreement. Experience in settling estates 
and administering trusts is based on contin- 
ued specialization since 1886. The company 
has no stocks nor bonds to sell and is there- 
fore, unprejudiced in the investment of its 
trust funds. Conservatism is emphasized by 
the fact that the banking department does 
not make commercial loans and that trust 
service has always been the principal busi- 
ness of the organization. Confidence in the 
company is affirmed by the steady growth of 
total trust funds during the past forty-five 
years and which now aggregate more than 
$220,000,000. Protection is further assured 
by the Fidelity’s capital and surplus of $11,- 
000,000. Independence of management is evi- 
denced by the fact that the stock of the Fi- 
delity is owned by 440 stockholders (an av- 
erage of less than 200 shares per stock- 
holder) and that no large block is held by 
any individual or group. It is also note- 
worthy that the Fidelity has not merged nor 
consolidated with any other trust company 
or banking institution. 

An important feature of the Fidelity’s trust 
service is the statistical department for the 
analysis of securities. This department ob- 
tains financial statements of all corporations 
in which the Fidelity, as trustee, holds stocks 
and bonds. All available data pertaining to 
these investments is submitted to a commit- 
tee of officers and then to the finance and 
trust committees of the board of directors. 
The investments of all trust estates are con- 
stantly reviewed and are changed whenever 
sound business judgment dictates sale and re- 
investment. 


The Midland Bank, Limited of London, 
England, announces the retirement of R. W. 
Taylor as joint general manager, after forty- 
seven years of highly valued service. H. 
Dickinson, formerly an assistant general 
manager has been appointed a joint general 
manager. 

Leonard P. Reaume, manager of the real 
estate department of the Detroit Trust Com- 
pany advises that display newspaper adver- 
tisements, featuring large size grouping of 
real estate offerings, have proven the most 
effective medium of stimulating apartment 
rentals. 





The oldest trust company 
in the Mid-South features 
a complete trust service. 


BANK 9F COMMERCE 
AnD TRUST COMPANY 


MEMPHIS 
CAPITAL, SURPLUS AND UNDIVIDED PROFITS 
$ 5,000,000. 00 





RHODE ISLAND HOSPITAL TRUST 
COMPANY 

The Rhode Island Hospital Trust Company 
of Providence, which has maintained a con- 
stant growth, reports as of October 31, 1932, 
total resources of $109,069,409. This embraces 
cash and due from banks, $9,229,071; U. S. 
Government securities, $21,966,537; loans 
and discounts, demand loans, bankers’ accep- 
tances and commercial paper purchased, $27,- 
452,313; state bonds and municipal securities, 
other bonds, stock in the Federal Reserve 
Bank of Boston, other stocks and real estate 
mortgage loans, $48,543,866, 

Capital amounted to $5,000,000; surplus, 
undivided deposits and guaranty fund, $12,- 
034,962, and total deposits, $90,559,647, in- 
cluding demand deposits, $33,415,299; certi- 
ficates of deposit, $8,237,809, and savings de- 
posits, $48,906,539. The company has of- 
fices in Pawtucket and Woonsocket. 


A charitably inclined New Yorker has set 
up a trust fund of $5,000 to provide an an- 


nual award to the most unselfish member 
of the graduating class of Columbia Univer- 
sity. In the same will, provision is made for 
another trust fund with life tenancy to two 
pet cats, on the basis of only one life to a 
cat. 





TRUST 


gest and Leading 


Southern California Bank 


RESOURCES 
OVER 


$500,000,000 


and communities 


from Fresno to IMPERIAL 


Imperial Valley VALLEY®@ 


EGURITY-FIRST 


NATIONAL BANK 
oF Los ANGELES 


COMPLETELY - 
DEPARTMENT 


* LARGE +« AND «+ APPOINTED 


TRUST 





“BOOSTER POWER” ADVERTISEMENTS 

There are many bankers who might with 
profit to their own institutions and their re- 
spective communities, follow the fine exam- 
ple which has marked the policies and ac- 
tivities of the Highland Park State Bank 
of Detroit, with which is affiliated the High- 
land Park Trust Company, both units of the 
Guardian Detroit Union Group, Ine. At the 
controls of the Highland Park State Bank is 
Frank J. Maurice, the president. He believes 
and acts on the principle that a bank should 
be a dynamic center in its community, espe- 
cially under conditions like the present. 

Under President Maurice’s direction the 
Highland Park State Bank has been accom- 
plishing just that. He has invited customers 
to come in and frankly discuss credit prob- 
lems with the assurance that there would 
be lacking no support or encouragement for 
sound enterprise. This policy has found re- 
flection in the business, industrial and com- 
mercial activities of Highland Park. A valu- 
able ally in fostering “operation and coopera- 
tion” in Highland Park has been the series 
of “Booster Power” advertisements bearing 
the signature of the Highland Park State 
Bank and featuring the power of active 
credit, money and deposits. 


COMPANIES 


RIGHTS IN FORECLOSED MORTGAGES 
(Continued from page 548) 

sion, Re Parks Estate, supra. See also Bur- 

nett vs. Witschief, infra. 

There is nothing to the contrary in Burnett 
vs. Witschief, (N. J. 1924) 126 Atl, 23, where 
lands were devised to trustees with power, 
but without mandatory direction, to sell. The 
trustees sold the lands, taking in part pay- 
ment a mortgage which they later foreclosed, 
buying back the property, which they held 
seven years and resold at a profit. The wid- 
ow’s right to a part of the profit was denied 
but her right to rents collected during the 
foreclosure suit was upheld. This case rests 
upon the doctrine that there being a mere 
power to sell, there was no conversion, and 
the property remained real estate, not per- 
sonalty, in the hands of the trustees. When 
therefore the property was retaken under 
foreclosure the widow was remitted to her 
original position, under which she was en- 
titled to the income from the property as 
real estate. The case therefore, by infer- 
ence, actually supports the view that in the 
absence of the somewhat exceptional cir- 
cumstances involved in it, the life tenant 
would not have been entitled to the income 
from the real estate as such while it was 
held by the trustees after foreclosure. Noth- 
ing is said about taxes but it may be as- 
sumed that since the life tenant received the 
income she was charged with the taxes. 
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BANK MANAGEMENT OF DECEDENT 
ESTATES 
John Edson Brady is author of a volume 


published by the Banking Law Journal of 
Cambridge, Mass., entitled “Bank Manage- 
ment of Decedent Estates.” Mr. Brady is a 
well known authority on trust and estate 
law and his book commends itself to the 
eareful study of trust officials. While set- 
tlement of estates is largely governed by 
statute and therefore routine, there are un- 
derlying principles which apply to all fidu- 
ciaries in all states. Mr. Brady has based 
a considerable portion of this book on the 
decisions of the courts in which a fiduciary, 
though acting with excellent intentions and 
with the best interest of the estate in mind, 
and sometimes, under the supposed protection 
of a clause in the will or trust instrument 
granting wide discretionary powers of in- 
vestment, has, nevertheless, been held indi- 
vidually responsible for a loss resulting from 
the investment of the trust fund or for a 
shrinkage in the value of securities received 
as part of the assets of the estate and re- 
tained as part of the trust. 





Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 


FRANK C. McKINNEY 
Member of New York Bar and author of ‘‘Trust Investments”’ 


[LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES, 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


OFFERED FREE OF CHARGE AND INCLUDING REQUESTS FOR COMPLETE COPIES OF COURT DECISIONS. ] 


VERBAL TRUST 
(A deed absolute may be governed by 
equitable trust.) 


An interesting and instructive case is Stief- 
vater vs. Stiefvater, decided October 25, 1932, 
by the Kentucky Court of Appeals. Stief- 
vater had been regularly engaged in boot- 
legging in connection with his restaurant. 
He conveyed a residence to his wife for a 
nominal consideration, but with the definite 
agreement between them that upon his death 
she would convey one-half interest therein 
to his stepson, who was then a high school 
boy. She accepted the property upon that 
verbal condition. The purpose for thus plac- 
ing the property in his wife’s name was “to 
keep the federal men from getting him,”’ 
which may be said to have been done to avoid 
having to pay any fine which might in the 
future be levied against him. Stiefvater died 
nearly four years later. 


The Court decided that the trust insofar 
as it was for the benefit of the grantor, is 
classed with those secret trusts created for 
the purpose of defeating creditors or of 
avoiding civil legal liability, and which, after 
the danger has passed, the grantor seeks to 
have enforced by a rescission of the convey- 
ance. In such cases there is applied the 
familiar maxim: “He who doeth iniquity 
shall not have equity.” But the son does 
not stand in his father’s shoes. He is not 
seeking to enforce a trust at the expense of 
anybody except a trustee ex-maleficio, who, 
having accepted the obligation, now seeks 
to repudiate it merely because the motive 
which actuated her husband and herself in 
creating the trust involved moral turpitude. 
The son is the equitable owner of a half in- 
terest in the property and is entitled to his 
share. 


FOREIGN TRUST COMPANY AS GUARDIAN 
(Right of a foreign trust company to 
act as guardian in New York.) 


A New Jersey bank corporation, which had 
been appointed general guardian of a resi- 
dent in New Jersey but whose property was 
located in New York, was appointed ancillary 
guardian by a Surrogate in New York. The 
City Chamberlain had moneys on deposit for 
the benefit of the New Jersey infant. The 
decision of the Supreme Court in Baldino vs. 
Nassau Electric R. R. (New York Law Jour- 
nal, September 30, 1932) held that the pro- 
visions of section 223 and 185-6 of the Bank- 
ing Law prohibited the appointment of a for- 
eign banking corporation as ancillary guard- 
ian of the property of an infant located in 
this state and that the Surrogate in making 
the appointment exceeded his power. More- 
over, consent of infant and its father to such 
appointment does not confer jurisdiction. 


UNDUE INFLUENCE 
(Attorney named as sole beneficiary.) 


In the case of Lances decided by the Cali- 
fornia Supreme Court, September 23, 1932, 
it appeared that the attorney offered for pro- 
bate a will written by the testator in long- 
hand and that the attorney was the sole 
beneficiary under the will. It also appeared 
that the attorney had not been engaged in 
active practice for some time and did not 
receive payment for his services in drawing 
the will. The Court held that these facts 
did not relieve him of the duty to discharge 
in good conscience and to the best of his 
ability the duty which he assumed to the 
testator. There was a presumption of undue 
influence in such a case and whether this 
presumption was overcome was a question 
of fact for the jury to decide. 
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KINGS CouNTY TRUST COMPANY 


342, 344 & 346 Futton St., Borough of Brooklyn, City of New York 





Capital, $500,000.00 Surplus, $6,000,000.00 Undivided Profits $614,000.00 





JULIAN P. FAIRCHILD, Presiden: 


WILLIAM J. WASON, Jr., Vice-President 
HOWARD D. JOOST, Vice-Presiden: 
J. NORMAN CARPENTER, Vice-President 


EXTREME CARE REQUIRED WHEN LOANS ARE 
MADE TO TRUSTEES 


(One who lends to a trustee may be 
unable to collect if the trustee uses the 
money for himself.) 

It is well settled that one who lends money 
to a trustee knowing that the trustee will 
use the money for his own benefit, cannot 
collect from the trust estate. It is not al- 
ways clear as to what facts will put a lender 
on notice and as to how far he must go in 
tracing out any possible fraud on the estate. 
The difficulty is that lenders too frequently 
accept the statements of the borrower as to 
his rights in the estate and as to his good 
faith in the transaction. The case of Estate 
of Balcone (New York Law Journal, August 
3, 19382) will illustrate. 

The administrator applies for two loans 
from the Italian Plan Company. He stated 
that he desired the loans for his own use, 
but he also represented that he had an inter- 
est in the estate. He pledged shares of stock 
belonging to the estate as collateral for the 
loan. It appeared later that he had no share 
in the estate and that he had spent the 
money which he borrowed. Not only did the 
court decide that the lender could not re- 
cover from the estate, but also that the ad- 
ministrator should be surcharged with the 
value of the securities which he had used 
to negotiate the loan. 


RIGHT OF SET-OFF OF TRUST DEPOSITS 
(A solvent trust company may not set- 

off against its deposit of trust funds, a 

deposit of trust funds in an insolvent 

company.) 

The Commercial Trust Company of Pitts- 
burgh had deposited $6,000 in the Union 
Trust Company, This was a deposit entered 
as “Commercial Trust Company Trust 
Funds.” The Union Trust Company also had 
$6,000 deposit of trust funds with the Com- 
mercial Trust Company. The Commercial 


ALBERT I. TABOR, Secretary 
ALFRED W. ABRAMS, Asst. Secretary 
EUGENE L. VAN WART, Asst. Secretary 


Trust Company failed and the Secretary of 
the Banking Department drew on the Union 
Trust Company for the $6,000 deposited in 
that company. Payment was refused, the 
Union Trust Company claiming a right of 
set-off against the fund. 

In explaining the refusal, the court said: 
“The statutes and orders of the Banking De- 
partment have resulted in a general practice 
among trust companies of depositing trust 
funds exactly as was done in this case. The 
beneficial owners of Commercial’s trust ac- 
count are A, B and C; their money is in the 
Union Bank. The _ beneficial owners of 
Union’s trust account are X, Y and Z, and 
their money is in the Commercial Bank. 
Strike the trust companies, who are only 
trustees holding legal title, out of the pic- 
ture and the matter is reduced to its simplest 
form, What is then asked in the set-off is 
that the money of A, B and C be used in part 
to pay the debts of X, Y and Z. This we held 
in Hunter vs. Henning, 259 Pa. 347, could not 
be done.” 


RULE AGAINST PERPETUITIES 
(The New York Courts construe the 
rule against perpetuities in favor of the 
testator. ) 

In the Estate of Philip Dwyer, 144 mise. 
(N. Y. 590), the surrogate properly upholds 
a will which on its face seems to violate the 
New York rule against perpetuities. The tes- 
tator bequeathed the sum of $150,000 to his 
trustees to be invested in bonds, the income 
to be divided equally in three parts among 
his two nieces and his nephew during their 
lives. He also provided that the trust funds 
be invested and administered as a whole 
and that in case of the death of any of the 
beneficiaries, living issue of such beneficiaries 
should receive an equal one-third share of 
the trust fund. The court noted that it might 
appear that a single trust was intended ex- 
tending over the lives of three persons and 
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that in such event, the provision would be 
in violation of the New York law against 
perpetuities. Realizing that such a decision 
would be unjust and referring to decisions 
holding that the whole trust fund need not 
be actually severed to create separate trust 
funds and that an arithmetical division is 
sufficient, the court decided that the testator 
intended to divide the fund into three equal 
separate parts, each part measured by one 
life. The decision is just and equitable, for 
it preserves the trust estate. The point is, 
however, that where there is a plain simple 
trust of such a character as was created in 
this case, the estate should not be put to the 
expense of court interpretation simply be- 
eause the statutory law of New York on the 
subject of perpetuities is so limited and con- 
fusing. 


GIFTS CAUSA MORTIS 
(Delivery of a satchel containing a 
savings bank book held sufficient to con- 
stitute a gift in contemplation of death.) 


The question of what constitutes a proper 
delivery of property to constitute a valid 
gift in contemplation of death frequently 
arises. No set formula can be given, for the 
facts in each case must be controlling. The 
eourts agree that the donee must believe that 
death is imminent; that he intends to make 
the gift, and that there is a sufficient deliv- 
ery of the gift. 

Brooks was a laborer and unmarried. At 
the time of his death he had, among other 
things, a savings bank deposit of $5600. He 
and his brother and Mr. and Mrs. Mitchell 
had been friends since childhood, and had 
lived near together. When Brooks was strick- 
en with a fatal disease in 1930, he turned to 
Mrs. Mitchell for help and was taken to her 
home. She and her husband cared for him 
until his death. While he was ill, he turned 
over to Mrs. Mitchell a satchel containing, 
among other things, his savings bank book. 
The testimony showed that Brooks told Mrs. 
Mitchell that everything in the satchel was 
hers excepting the insurance policy. He told 
her where the key was and how to get it. 
Although there was no actual delivery of the 
satchel or the savings bank book to Mrs. 
Mitchell, the court held that there was a 
valid gift. 


America’s leadership in commercial avia- 
tion is affirmed in an announcement that 
United Air Lines carried 10,700 revenue pas- 
sengers during July, more passengers than 
were carried by any air line in the world 
in one month. 
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Statewide 
Metropolitan 


TRUST SERVICE 


You and your clients are invited to 
investigate the unique advantages 
of Bank of America’s statewide 
fiduciary service. 


In even the smallest of the 243 
California communities served by 
this Bank, you are assured of metro- 
politan trust service — complete, 
individual, interested — under the 
personal supervision of experienced 
trust officers. 

For further information, please 
address us at San Francisco or 
Los Angeles as you may prefer. 


410 
EE Offices in 
243 Californiall 4 


Cities 
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BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Bank of America National Trust & Savings 
Association, a National Bank 

and Bank of America, a California State Bank 

are identical in ownership and management 
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INTERESTING HISTORY AND PROGRESS OF HAWAIIAN TRUST 
COMPANY, LIMITED OF HONOLULU 


The first institution to introduce modern 
fiduciary service in Hawaii and tracing its 
corporate existence from the stirring days 
precedent to the union of the Island Republic 
and the United States, the Hawaiian Trust 
Company, Ltd., with central office in Hono- 
lulu, has maintained a record of growth and 
achievement of which the management may 
well be proud. Incidentally, the history of 
this pioneer trust company of Hawaii reveals 
how readily the fundamental principles of 
corporate trusteeship and management of 
estates and trusts, may be adapted to the 
peculiarities of varying climes. The Hawaiian 
Trust Company has not only preserved its 
individuality of management and policies but 
has exerted a potent influence in fostering 
the financial, industrial and trade develop- 
ment of the Hawaiian Territory. Under the 
progressive guidance of John R. Galt, who 
has retained management of the company 
since 1903 and who succeeded the present 
Chairman of the Board, E. D. Tenney, as 
president in 1928, the trust company has 
steadily broadened its scope and channels 
of service. 


The Hawaiian Trust Company is the out- 


J. R. GALT 
President, Hawaiian Trust Company, Ltd. 


growth of a partnership of good old Ameri- 
can stock, formed in 1893 by the late Peter 
Cushman Jones and his son, Edwin A., which 
operated the Hawaiian Safe Deposit & In- 
vestment Company. Original capital was not 
more than $5,000, but the business of this 
organization developed so rapidly as_ to 
prompt separation with investments as the 
nucleus of the Bank of Hawaii, Ltd., which 
was incorporated toward the close of the 
year 1897. The deposit end, including trust 
assignments, served as nucleus for the or- 
ganization of the Hawaiian Trust & Invest- 
ment Company. Coincident with this expan- 
sion the co-partnership was increased to four, 
including Clarence H. Cooke and George R. 
Carter. 

Incorporation of the Hawaiian Trust & 
Investment Company took place Aug. 10, 1898, 
two days before the Republic of Hawaii was 
formally annexed to the United States as a 
Territory, with population of less than 150,- 
000, of which only 35,000 was in Honolulu. 
With incorporation, C. M. Cooke was elected 
to the presidency; E. A. Mott-Smith, vice- 
president; G. R. Carter, treasurer and man- 
ager; F. C. Atherton, secretary; and C. H. 
Cooke, auditor, with a clerical staff of four 
employees. It is interesting to note that 
from inception of the business, it has been 
a policy to place young men in responsible 
positions. Perhaps it was this freedom from 
preconceived ideas and routine formulae 
which enabled them to mould an institution 
thoroughly adapted to the insular conditions 
under the guidance of the founder, Peter C. 
Jones. 

When C. M. Cooke relinquished the presi- 
dency of the trust company in 1898, he was 
succeeded by E. D. Tenney. In the same 
year John R. Galt, brother-in-law of G. R. 
Carter, joined the trust company. Mr. Carter 
continued as manager of the company until 
November, 1903, when he became Governor 
of the Territory of Hawaii and was the 
second encumbent of that office following an- 
nexation. Mr. Galt succeeded Mr. Carter as 
treasurer and manager of the Company 
which had meanwhile amended its charter 
and changed its title to Hawaiian Trust 
Company. In due time Mr. Galt was elected 
vice-president and in 1928 was elected presi- 
dent, succeeding E. D. Tenney who became 
chairman of the board, and continuing to 




























































hold that office. On the election of Mr. Galt 
to the presidency after 25 years of active 
management, a new office was created, that 
of executive vice-president, to which Alan 
S. Davis was elected and continues to occupy. 

The laws of Hawaii do not permit trust 
companies to assume commercial banking 
functions and the Hawaiian Trust Company 
was therefore enabled to concentrate and 
develop its facilities and services on fiduci- 
ary and kindred lines. In the care and 
management of personal and real property 
the company has acquitted itself in a manner 
which has commanded unqualified confidence 
of residents throughout Hawaii as evidenced 
by the impressive volume of property held 
in trust and in other various fiduciary capa- 
cities. At the close of 1898 the company re- 
ported capital, surplus and undivided profits 
of $35,642. The financial statement of June 
30, 19382 shows capital stock paid in of 
$1,750,000 and surplus of $1,574,938, making 
sapital structure of $2,324,930. The growth 
of the company has been attained without 
merger or purchase of control of any other 
financial institution. Thus the Hawaiian 
Trust Company has been able to maintain 
without deviation its original policy of “Serv- 
ice Before Profits’, extending its valuable 
facilities from trusteeship and management 
of businesses entrusted to its care, to embrace 
the fields of real estate, insurance, high grade 
investment distribution, appraisal of prop- 
erty and tax service. 

A characteristic of the Hawaiian Trust 
Company management is that close contacts 
have been maintained with the mainland 
through correspondent relationships and peri- 
odical visits by President Galt and other 
officials to the United States. There has 
been constant alertness to transplant and 
apply every advance and new refinement in 
trust service so that up-to-date American 
trust officers who may visit the charming 
isles in the mid-Pacific will feel quite at home 
in calling at the spacious and hospitable 
offices of the Hawaiian Trust Company. With 
such a splendid record, progressive policies 
and high type of management, this company 
is justified in looking forward to years of 
still greater accomplishment. 

Associated with chairman E. D. Tenney, 
president John R. Galt and executive vice- 
president A. S. Davis, are vice-presidents 
F. C. Atherton, F. ‘W. Jamieson, P. K. 
McLean; vice-president and secretary, U. J. 
Rainalter; vice-president and treasurer F. 
Franks and assistant vice-presidents Carter 
Galt and J. E. Midkiff, besides a staff of 
assistant secretaries and assistant treasur- 
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Home of the Hawaiian Trust Company, Ltd. of 
Honolulu, the oldest trust company in the ter- 
ritory of Hawaii, organized in 1898. 


ers. The board of directors includes: Rob- 
bins B. Anderson, F. F. Baldwin, Geo. I. 
Brown, H. K. L. Castle, C. H. Cooke, C. R. 
Hemenway, J. D. McInerny, J. E. Russell, 
John Waterhouse, S. G. Wilder and E. H. 
Wodehouse. 





SURVEY ON MODEST-SIZE LIVING 
TRUSTS 

A questionnaire sent to members of the 
Financial Advertisers Association recently 
brought out interesting experience of trust 
companies and banks with development and 
management of modest-size living trusts. It 
was clearly indicated that the large majority 
of institutions deem it inadvisable and un- 
profitable to make drives for trust accounts 
of professional or salaried people where the 
corpus is below $25,000 unless a minimum 
annual charge of from $25 to $50 is made. 
In several cases the fee was based on income 
collected or income plus acceptance and ter- 
mination fees, though the concensus, gave 
preference to a minimum charge on such 
small living trusts as were offered. 

The collateral business resulting from such 
small trusts was, however, stated to be most 
satisfactory in about half the cases, though 
the difficulty was pointed out of giving sat- 
isfactory service to this type of trust. 
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Empire Crust Company 


MAIN OFFICE: 
Equitable Building 


120 BROADWAY, NEW YORK 


FIFTH AVENUE OFFICE: 
Empire Trust Company Building 
580 FIFTH AVENUE. Corner 47th Street 


HUDSON OFFICE: 
Metropolitan Opera Building 
1411 BROADWAY, Corner 39th Street 
LONDON OFFICE: 
28 CHARLES STREET, HAYMARKET, S.W. 
AGENT FOR THE SALE OF UNITED STATES, NEW YORK STATE and PENNSYLVANIA 
STOCK TRANSFER TAX STAMPS 


Empire Safe Deposit Company 


SAFE DEPOSIT VAULTS AT ALL OFFICES 


UMDONLAANONGOEULLEEOAUOONANONONSEUOOOOOLANOASNOEAEUAOUOUOOOGNOAELELOUOGOOOOOnaNeNgEnEOCUOQOOOOONNeeEEUOOOOOONONONOEEEEUOQOOOOOAUOUOUOOOOOOOONOEEEOOOOOGOOONOOOSEEEEOOOOOOOOOOOOUOOOOUOOUAOOOOENOONEEEEUOQOOGOOOOOOOEOEOUOQUOOOQONOCSSEOOOOGOQOOGGOEREEEOOOQOOOOOOONEEEEOUOALUOOOOOOUOE OULU 


GOUT TPP Pee eee eee eee eee Cee eee ee eee PEL 


=i 








QUALITY OF TRUST MANAGEMENT PROVIDED BY 
CHASE NATIONAL BANK 


The Chase National Bank of New York is 
distributing a folder which sets forth con- 
cisely the care and character of supervision 
which obtains in the management and oper- 
ation of its trust department. An emphatic 
“No,” is given in answer to the question 
sometimes asked by estate owners: “Can a 
trustee purchase securities from itself for 
its trust accounts?’ 

Advantages of Chase trust management are 
set forth in the folder as follows: 

“A trustee cannot purchase securities from 
itself. 30th the Decedent Estate and the 
Personal Property laws of the State of New 
York contain specific provisions which pro- 
hibit such transactions. Our board of di- 
rectors has gone further than the law re- 
quires. The trust department is prohibited 
from dealing in securities for account of its 
trusts either directly or indirectly with any 
affiliated organization. 

“In the Chase organization a trust com- 
mittee passes upon all questions of policy 
bearing upon the investment of trust funds 
and the general handling of estates. Each 
estate and trust receives the immediate and 


personal attention of one of a group of highly 
experienced trust executives whose life work 
is the administration of estates and trusts. 
“While the extensive information and wide 
experience of the entire Chase organization 
are available to the executive officers of the 
trust department, all decisions with regard 
to the purchase and sale of securities, real 
estate and mortgages by the department are 
independently arrived at by the officers of 
the trust department in consultation with 
their own staff of investment experts.” 


Joseph Wiayne, Jr., president of the Phila- 
delphia National Bank and Arthur W. Sewall 
have been renominated by member banks to 
succeed themselves as directors of the Fed- 
eral Reserve Bank of Philadelphia. 

Substantial gains are shown by the Ma- 
rine Midland Trust Company of New York 
with resources of $89,614,000 and deposits of 
$61,852,000, 

Lawrence Slade has been appointed as an 
assistant vice-president of the National City 
Bank of New York, 














TRUST ADVERTISING WHICH GOES 
TO FUNDAMENTALS 

The tempo of the times has been carefully 
studied and gauged by the Wachovia Bank 
& Trust Company of Winston-Salem, N. C. 
as evidenced by their current series of trust 
ads appearing in local newspapers of each 
section served by the various offices of the 
company. The keynote of this publicity is 
the belief that the public is today of a ques- 
tioning turn of mind, primarily interested in 
fundamentals, and the trust copy is therefore 
directed to assure them on basic facts and 
policies of trust operation rather than con- 
fusing them with details. 

Chief among the principles which are 
stressed is that of complete segregation of 
the assets of each trust from those of the 
bank and from other trusts, and the point is 
again emphasized that investment securities 


for trusts are not bought from any other 
department of the bank, a policy which is 
universally practiced by leading trust com- 


panies, but on which the public can well be 
reassured. Attention is called to the long ex- 
perience of both officials and company in 
specializing in trust administration, to which 
a corps of fifteen officers and over a score 
of juniors devote their entire time, the per- 
sonnel being equipped by broad experience 
in the component phases of property man- 
agement, investment analysis, accounting, 
taxation, etc. These advertisements are like- 
wise calculated to disabuse the too-prevalent 
opinion that trust service is economical and 
desirable only for the very well-to-do, and 
the fact is constantly reiterated that trust 


officers, like any business friend, can be and 
are genuinely interested in beneficiaries as 
human beings and welcome opportunities for 
serving them personally and yet impartially. 


\ mans ves Forty-one Men and Women 


, Beings First; 


DOLLARS sECOND 


\ Huma 





ce" \ cee | WACHOVIA 


W O BANK AND TRUST COMPANY BANE A 
INCH UA ‘ANK AND TRUST COMPANY 
1K AND TRUST CO™ 

BANK AND 


eS. 


TRUST COMPANIES 





give their exclusive time 
to WACHOVIA’S Trust Work 


Qc | Se| see 





When You Think of 
St. Louis 





Alva Blanchard Adams, president of the 
Pueblo Savings Bank & Trust Company of 
Pueblo, Colo., has been elected to the United 
States Senate from Colorado on the Demo- 
cratic ticket. 

Lawrence K. Butler and Henry Shelden, 
both directors of the Detroit Trust Company, 
have been elected members of the board of 
directors of the First National Bank of 
Detroit. 
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SELECTION FROM SERIES OF ADVERTISEMENTS BY WACHOVIA BANK & TRUST COMPANY OF 


WINSTON-SALEM, N. C., WHICH FEATURES HUMAN ATTRIBUTES OF TRUST SERVICE 













TRUST COMPANIES 


Camden 
Safe Deposit 
& Trust Company 


(SINCE 1873) 
CAMDEN, N. J. 


Branches: 
Gloucester City, N. J. 
Cape May City, N. J. 


CAPITAL . . . $1,200,000 
SUmrawS ... 3,600,000 


UNDIVIDED PROFITS 
and RESERVES. . 


TRUST FUNDS 


900,000 


. . $175,000,000 


VICE-PRESIDENT OF UNION GUARDIAN 
TRUST COMPANY 

C. H. Haberkorn, Jr., has been elected 
senior vice-president and Herbert R. Wilkin 
has been elected vice-president of the Union 
Guardian Trust Company of Detroit, a unit 
of the Guardian Detroit Union Group, Inc. 
Mr. Haberkorn will have charge of the cor- 
porate trust department, in which the activi- 
ties of the stock transfer department and in- 
dustrial department are coordinated with the 
general corporate trust services of the com- 
pany, and Mr. Wilkin will be in charge of 
the loan department. 

The Michigan Industrial Bank, personal 
loan unit of the Guardian Detroit Union 
Group, has moved to larger and more conve- 
nient quarters on the first floor of the Union 
Title & Guaranty Building. 


A decrease of $950,723 in the market value 
of securities in the $14,788,160.58 estate of 
Edmund Roebling, last of the four sons of 
the late John A. Roebling, designer of the 
original plans for the Brooklyn bridge was 
shown in a recent accounting. 

The County Trust Company of New York 
has effected reduction in its capital from $4,- 
000,000 to $2,000,000. 


FUTURE OF AMERICAN RAILROADS 

In a recent enlightening survey of current 
economic conditions, M. A. Linton, president 
of the Provident Mutual Life Insurance Com- 
pany of Philadelphia expressed himself favor- 
ably as to the solution of the railroad prob- 
lem. He said in part: “I am not pessimis- 
tic about the long future of our railroads. 
They are essential for the transportation of 
the commerce of the country. Without them 
we would be sunk. Over and over again it 
has been demonstrated that the vast bulk 
of the country’s freight could not be carried 
by truck. The capital investment, operating 
costs, and highway congestion would prevent 
it. 

“In the immediate future trucks are going 
to be on the defensive as state legislatures 
make them bear a fair share of highway 
costs, and the railroads further extend their 
facilities to include supplementary bus serv- 
ice and door to door freight service. Even 
the mere psychological motive to get the big 
lumbering truck off the highway and make 
motoring more pleasant is not to be dis- 
counted. Recent invention indicates the pos- 
sibility of developing a bus that can be run 
on the rails to a given destination and then 
on the highways as any other bus. When 
capital is available great possibilities are at 
hand. I look for the relative position of the 
railroads to be much improved in the near 
future. When the operating revenues of the 
railroads begin to pick up with expanding 
business, net income will be increased in still 
greater proportion.” 


TRUSTEE OF BOSTON UNIVERSITY 

Guy W. Cox, vice-president and general 
counsel of the John Hancock Mutual Life 
Insurance Company of Boston, has been ap- 
pointed a trustee of Boston University. An 
alumnus of Dartmouth College, Mr. Cox en- 
tered Boston University Law School, from 
which he was graduated in 1896 and engaged 
in the practice of law in Boston until his of- 
ficial association, in 19238, with the John Han- 
cock Mutual Life. 


Directors of the Connecticut Mutual Life 
Insurance Company have appointed Paul C. 
Sanborn, formerly of the State Mutual’s 
Clark and Sanborn agency, as a general agent 
in Boston. 

The Bank Commissioner of Maine has add- 
ed to the list of bonds that are legal for pur- 
chase by Maine savings banks the Monmouth 
(N. J.) Consolidated Water Company First A 
ds of 1956. 














New York 


Special Correspondence 


BANK DEPOSITS INCREASE NEARLY 
HALF BILLION 


A compilation of the financial statements 
of the ten largest banks and trust companies 
in the United States shows that during the 
third quarter of the current year, they regis- 
tered an increase of $465,000,000 in deposits, 
equal to 52 per cent of the decline experi- 
enced during the first half of 1932. These 
ten banks and trust companies on September 
30th, held deposits of $7,635,386,663. In order 
of volume of deposits these ten institutions 
are as follows: 
Chase National, New York..... $1,420,221,445 
National City, New York...... 1,275,275,097 
Guaranty Trust, New York.... 1,002,027,142 
Bank of America, N. T. & S. A., 

mam BYAMGCISCS ..... 2s scsecae. 
Continental Illinois National 

Bank & Trust, Chicago...... 636,560,053 
Bankers Trust, New York..... 598,229,079 
First National, Boston....... 591,274,003 
Central Hanover Bank & Trust 

NE EE «rat ca es basa em iaen 
Seeurity-First National, Los An 

NN os ay a orgs Gav alae creak cose a ole ca 442,640,683 
First National, Chicago........ 440,760,194 

It should be noted that the recorded de- 
posits of the Bank of America, N. T. & S. A. 
of San Francisco do not include the $48,520,- 
000 deposits of the state chartered affiliated 
Bank of America and that the deposits of 
the First National Bank of Chicago do not 
embrace the $157,703,000 deposits of the af- 
filiated First Union Trust & Savings Bank. 


667,873,960 


960,525,007 


Election of P. L. Smith, Milton C. Cross 
and J. G. Searff as vice-presidents of the 
National City Bank, was announced recently. 
Mr. Smith has for three years been manager 
of the public utility department, while 
Messrs. Cross and Scarff have been with the 
industrial buying department. 
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CLEARING HOUSE MEMBERS ADOPT 
“SHARE-THE-WORK” PLAN 

Following a meeting of the New York 
Clearing House Association addressed by 
Walter C. Teagle, president of the Standard 
Oil Company of New Jersey and sponsor of 
the national ‘“share-the-work” movement, 
twenty-one of the principal member banks 
unanimously adopted a resolution designed 
to assure continued employment to present 
bank and trust company employees and 
spreading of work to include many former 
bank workers. The present annual payroll 
of the 33,000 or more employees of member 
banks is estimated at $90,000,000. While 
some of the New York banks do not look 
forward to an increased payroll, preferring 
distribution of work among more employees 
by reduction in hours and commensurate 
wages of present staffs, others will courage- 
ously endeavor to evolve practical plans, es- 
pecially where operating with minimum 
staffs to increase total payrolls. 

No uniform plan is proposed, but reliance 
is placed on each institution to evolve the 
most effective means of stimulating wider 
employment and assuring present employees 
of general security, to enable them to spend 
more freely and confidently. One method 
suggested is that of giving payless vacations 
of from one week to one month to employees 
and using the funds thus saved in hiring 
additional workers. The Guaranty ‘Trust 
Company, in a letter from William C. Pot- 
ter, president, outlined a plan by which their 
employees will take off one day a month 
without pay and their officers two days each 
month, thus providing for temporary employ- 
ment to a limited number of former em- 
ployees. 


George W. Davison, president of the Cen- 
tral Hanover Bank & Trust Company, who 
is also president of the board of trustees of 
Wesleyan University, Middletown, Conn. was 
decorated recently with the Cross of Knight 
of the French Legion of Honor. 
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INCREASE IN NUMBER OF WILLS 
PROBATED 

Some interesting facts were ascertained in 
connection with a recent survey of the rec- 
ords of the Surrogate Court of New York 
County, made by Henry R. Johnston, vice- 
president of the Manufacturers Trust Com- 
pany. ‘The survey showed that during the 
period from 1926 through 1951, there was an 
increase of 8 per cent in the number of wills 
probated. The number of people dying with 
estates increased from 29.6 per cent to 31.8 
per cent. The proportion of people leaving 
wills advanced from 35.1 per cent to 40.5 per 
cent. 

While the legal quality of the wills showed 
improvement it was noticeable that a con- 
siderable number drawn before the fall of 
1928, were badly in need of revision. In 
1930, only one will was broken, although 112 
were contested. More discretion also seems 
to have been exercised in the choice of execu- 
tors. In 1926 only 7 per cent of the wills 
filed with the New York County Surrogate 
Court named fiduciary institutions as execu- 
tors or co-executors. In 1929 and 1930 this 
had risen to 10 per cent, followed by a 
slight decline to 9.2 per cent in 1931. 


WHERE INDIVIDUAL EXECUTORSHIP 
FAILS 


The Brooklyn Trust Company, in a recent 
advertisement, cites the case of a will that 
was filed in Mineola on October 21, 1932 
which was drawn in 1889 and never changed. 
Three individuals were named as executors 
in this will. By the time that the maker of 
the will passed on to his last reward the 
three individual executors had preceded him. 
When the will was presented for probate 
there was no surviving executor and the 
court appointed an administrator. Obviously 
this situation could not have occurred had 
the testator exercised the good judgment and 
foresight to name a responsible trust com- 
pany. 


Stephen C. Clark, a director of the Fulton 
Trust Company of New York, has been 
elected a member of the executive committee 
of that company. 

Benjamin Strong, vice-president of the 
Bank of Manhattan Trust Company, has been 
elected secretary of the council of New York 
University. 

Robert E. Wilson, former vice-president 
of the Midtown Bank of New York City now 
in liquidation, has been elected vice-president 
of the Osborne Trust Company of East Hamp- 
ton, N. Y. 
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| 
STANDARD FEDERAL TAX 
SERVICE 


(four volumes annually) 


The standard reporter on Fed- 
eral Income Tax, Estate Gift, 
Admissions, Dues, Excise, 
Stamp, and Miscellaneous 
Taxes. Now in its nineteeth 
year. Recognized generally as 
the authoritative and most com- 
prehensive work of its kind, 
compiling all pertinent law, 
regulations, decisions and rul- 
ings, and replete with exclusive 
features. Includes two hundred 
page topical general index, three 
hundred page citator of all 
Court and Board of Tax Appeals 
decisions, guide, _ illustrative 
cases, rewrite, full texts of all 
new court decisions and rulings, 
digests of all Board decisions. 
Rapid deliveries of all new mat- 
ters, indexed as issued. 
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ELECTED VICE-PRESIDENT AND TREAS- 
URER OF AMERICAN EXPRESS COMPANY 

At a recent meeting of the board of direc- 
tors of the American Express Company, 
Howard A. Sniith was elected vice-president 
and treasurer, succeeding to the offices made 
vacant by the death of George Weston. In 
1919 Mr. Smith joined the American Express 
forees after having served as director of the 
Sureau of Standards of the Red Cross at 
Washington. On January 1, 1926, he was 
elected vice-president of the American Ex- 
press Company, Inc., in charge of foreign 
branches. 

The late George Weston, who had served 
the American Express Company for forty 
years, succumbed to a heart attack while 
playing golf in Westfield, N. J., on October 
23d, at the age of fifty-six. He was also 
treasurer of Wells, Fargo & Company of 
Colorado and treasurer and director of the 
National Express Company, the Wells Fargo 
Latin American Company and the Westcott 
Express Company. 


John A. Phelan, formerly a loan officer of 
the Irving Trust Company, has become vice- 
president of the First Citizens Bank & Trust 
Company of Utica, N. Y. 
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CHASE LEADS IN BLOCK-AID DRIVE 

Despite hard times which affects person- 
nel of banks and trust companies in common 
with other lines, the records show that bank 
and trust officials and employees are among 
the most generous in aiding drives for un- 
employed, for charitable and kindred pur- 
poses. Employees of the Chase National 
Bank of New York, may well feel proud of 
themselves these days for the admirable 
showing they made in connection with the 
Block-Aid campaign conducted by the city 
for the unemployed. In the final report just 
received by Mr. Gehle, second vice-president 
of the bank and chairman of the block dur- 
ing the drive, block number 48, in which the 
Chase is located, subscribed more money to 
the cause than any one of the 30,000 blocks 
in the city of New York. That this splendid 
record was attained is due in large measure 
to the excellent response with which the re- 
quest for subscriptions was met by the per- 
sonnel of the bank. Statistics show that of 
the $22,326 raised in the block, $18,563 was 
contributed by Chase employees. 

Credit for this distinguished achievement 
is due, in addition to Mr. Gehle, to Albert M. 
Jones, assistant cashier, Oliver Thompson 
and William F. Adler, who were responsible 
for canvassing the entire block. 


THE NEW GOVERNOR OF NEW YORK 
STATE 

Herbert H. Lehman, Governor-elect of New 
York, is eminently qualified by wide experi- 
ence and personal qualities to conduct the 
responsible affairs of the Empire State. As 
Lieutenant Governor and right hand man to 
Governor Roosevelt, he has a familiarity 
with his duties which enabled the President- 
elect to confide the duties of acting gov- 
ernor to Mr. Lehman without any hesitation 
during the campaign. 

There is little if anything of the profes- 
sional politician in Mr. Lehman’s makeup. He 
is a man of strong human impulses and most 
generous in giving of his time and means for 
worthy welfare work. Banking and business 
interests of the state have particular reason 
to welcome Mr. Lehman as governor. His 
early training, after graduating from Wil- 
liams College with the A. B. degree was 
chiefly in the private banking house of Leh- 
man Brothers, founded by his father. In 
1913 he was a member of the commission 
appointed to revise the New York banking 
and trust company laws. There is also to his 
credit a record of conspicuous service during 
the World War. 


“Only $3 for 
all this?” 


You’ll be surprised, too, when you see how 
much luxury and convenience you can 
enjoy at the Hotel Lexington for as little 
as $3 a day. 

And here’s another fact that’ll make your 
expense account beam with gratitude—it 
costs only $1 a day more for two persons at 
the Lexington. A room which is $3 for one, 
for instance, is only $4 for two persons. 


HOTEL 
LEXINGTON 


Grand Central Zone,LexingtonAve. at 48th St. 
NEW YORK CITY 
CHARLES E. ROCHESTER, Gen’l Manager 





YORK VAULT EQUIPMENT FOR FIRST 
NATIONAL OF NEW YORK 

To the imposing list of New York banks 
and trust companies that have availed them- 
selves of the security afforded by York vaults 
manufactured by the York Safe and Lock 
Company of York, Pa., is now added the 
First National Bank of New York. The 
new twenty-one story gray granite building 
for this bank is nearing completion on the 
site of the old structure occupied so many 
years by the First National that it had to be 
vacated because of crumbling foundations. 
There are four stories below the surface of 
Wall street and Broadway. The vault is 
40 by 8O feet in size and drops to solid 
foundation of Manhattan bed-rock. \ 

Announcement is also made of the installa- 
tion of York vault in the new uptown Paris 
branch of the Chase National Bank of New 
York. Another York installation is in the 
magnificent new home of the Cities Service 
Company in New York. 


Albert F, Pfeiffer has been elected assist- 
ant vice-president of the Liberty Bank of 
Buffalo, of which he has been manager of the 
mortgage department since 1929. 
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AMERICAN SECURITIES INVESTING 
CORPORATION 

Payment of 11% per cent interest on its 
debentures has been announced by the Ameri- 
“an ‘Securities Investing Corporation, organ- 
ized last June by New York banks and bank- 
ing houses “for the purpose of acquiring 
sound investments in the security markets.” 
This payment is at the annual rate of 5 per 
cent on the $23,000,000 of debentures now 
outstanding, and held by local banking in- 
stitutions and trust companies. This princi- 
pal fund has been used to purchase bonds 
and thereby stabilize the security market, 
most of the investments having been made 
in June when the market was at the low for 
the year. Member banking institutions are 
pledged to subscribe for debentures up to 
slightly over 100 millions, but so far only 
three calls have been made totaling 23 mil- 
lion. 


BANK TAX REFUND NOTICE 


H. H. Griswold, president of the New York 
Bankers Association, calls attention of na- 
tional and state banks to the necessity of 
bringing suit to recover taxes on bank stock 
illegally collected for 1926, before these suits 
are barred by the statute of limitations. 
Action must be taken before the end of this 
year, but it is recommended that attempts be 
made through committees appointed by 
county associations with power to retain 
counsel to compromise settlements, failing 
which joint action should be taken on behalf 
of all banks in the county. It is pointed out 
that trust companies, not being taxed on 
their shares, are not affected. 


IVY LEE ON “SOME UNSOLVED 
PROBLEMS” 

Speaking before a recent meeting of the 
New York Financial Advertisers Association, 
Ivy Lee, prominent advisor in public rela- 
tions, expressed the opinion that only by a 
more enlightened attitude and international 
trade can world commerce and credit be re- 
established and national prosperity resumed. 
The present difficulties of foreign nations, 
he said, is due primarily to the fact that 
economically stable countries were parti- 
tioned at Versailles on purely political 
grounds without consideration to their eco- 
nomic needs and resources. Speaking of war 
debts, Mr. Lee stated that the question was 
not one of cancellation but of readjustment 
that will enable rehabilitation of foreign 
trade to pre-war levels. 
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AMERICAN TELEPHONE & TELEGRAPH 
STOCKHOLDERS 

Evidence of the increasing spread of stock 
ownership in the nation’s representative and 
basic industries is found in the report of the 
Bell Telephone Securities Corporation show- 
ing that the number of stockholders in the 
company has increased 233,000 since 1929 toa 
total of 700,000, located in every state of the 
Union. That this great public utility is in 
fact owned by the public is further indicated 
by the fact that no stockholder owns more 
than 1 per cent of the stock, the average 
holding being 26 shares. 


REGULARITY OF DIVIDENDS 

On October 31st over 12,000 checks for 
semi-annual interest totaling $2,002,000 were 
mailed to clients and investors in the guar- 
anteed mortgage securities issued by the 
Lawyers Mortgage Company of New York. 
The investments bear return of five and a 
half per cent and it is a tribute to the con- 
servative management that interest checks 
in full have been mailed in full and on time 
not only since the market break in 1929 but 
also throughout the past forty years since the 
company was organized in 18938. This achieve- 
ment is attributable to the wise management 
under President Richard M. Hurd who has 
never allowed his institution to depart from 
tested and rigid principles during periods of 
affiuence or depression. 


EXHIBIT OF MECHANICAL EQUIPMENT 
FOR BANKS 

The astonishing variety and ingenious ad- 
vances made in providing mechanical equip- 
ment for the various office and operating re- 
quirements of the different departments of 
banks and trust companies, was revealed at 
recent annual National Business Show, held 
in Grand Central Palace, New York. One of 
the striking exhibits was that made by the 
Burroughs Adding Machine Company which 
had not less than ninety-one different types 
or models of machines on display, adapted 
not only to banking and trust work, but to 
every line of business, large or small. The 
show served as occasion for the Burroughs 
to announce a new standard cash register 
which had numerous new advantages, a new 
electrically operated carriage and platen 
shift for the Burroughs Standard typewriter. 


McKee has re- 


Acting Mayor Joseph V. 
appointed Park A. Rowley, vice-chairman of 
the Bank of Manhattan Trust Company, as 


a member of the distribution committee of 
the New York Community Trust. 
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Cunton D. Burpick 
President 


Freperick P. ConpitT 
Executive Vice-President 


New York Escrows 


If you have any documents pertaining to New York real 
estate to be placed in escrow pending completion of any 
agreement in New York City, we are equipped to act as 
escrow agent with efficiency and at moderate cost. 


For over forty-eight years, we have been closing real estate 
contracts for our clients and have acquired the necessary 
experience to solve the various difficulties that ofttimes 
arise in connection with real estate. 


Title Guarantee and Trust Company 


175 REMSEN STREET 
BROOKLYN 


176 BRoaADWAYy 
New York 





Plans have been filed for a _ three-story 
building for a branch of the Bank of Man- 
hattan Trust Company at Madison avenue 
and Sixty-fourth street, to cost $100,000. 


A recent survey shows that 68 per cent 
of all cities and towns in the United States 
escaped bank failures or banking troubles 
of any kind since January, 1930. 





CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Surplus and 
Undivided 
Profits Deposits 
Sept. 30, 1932 Sept. 30, 1932 
$730,800 $3,010,000 


Capital 
Bid Asked 
Anglo-South American Trust Co Sahl 


Banca Commerciale Italiana Trust Co...... 
Bank of The Manhattan Co.............. 
Bank of New York & Trust Co............ 
Oe he ae eee 
Bronx County Trust Co 

Brooklyn Trust Co 

Central Hanover Bank and Trust Co....... 
Chemical Bank & Trust Co............... 
City Bank Farmers Trust Co 

Continental Bank & Trust Co 

Corn Exchange Bank & Trust Co.......... 
Corporation Trust Co........0.66.ceceees 
See 
Empire Trust Co 

Fiduciary Trust Co 

Oy eer ee 
Guaranty Trust Co 

Irving Trust Co 

Kings County Trust Co 

Lawyers Trust Co 

Manufacturers Trust Co 


$1,000,000 
2,000,000 
22,250,000 
6,000,000 
25,000,000 
1,550,000 
8,200,000 


10,000,000 
4,000,000 
15,000,000 
500,000 
2,000,000 
6,000,000 
1,000,000 
2,000,000 
90,000,000 
50,000,000 
500,000 


32,935,000 
10,000,000 
12,500,000 
10,000,000 

2,000,000 


2,062,700 
34,566,500 
9,134,200 
77,007,600 
520,500 
12,331,200 
70,119,500 
45,640,900 
11,925,600 
6,754,900 
22,740,800 
125,700 
2,720,600 
3,268,000 
1,000,000 
2,959,700 
180,830,200 
75,148,000 
6,642,000 
2,597,700 
22,125,700 
7,075,800 
22,093,500 
21,218,400 
27,019,800 


11,440,500 
371,335,500 
109,457,000 
600,047,100 

13,544,000 
113,817,500 
560,525,000 
307,134,400 

42,576,300 

35,739.600 
219,717,500 

68,000 
16,670,300 
61,947,900 

8,401,900 

16,319,900 
996,192,400 
396,635,500 

25,267,400 

13,652,200 
375,181,100 

61,852,700 
256,338,800 

36,142,700 

63,197,800 


146 
318 
6814 
13 
178 
141 
3614 
47 
1834 
73 
ai 
26 
260° 
320 
25 
2000 


"2984 

"9614 
38 
1495 


154 


275 
325 
27 
2100 


"31% 

‘9914 
41 
1595 
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MBASSADOR 


On the Atlantic City Boardwalk 


Bankers from all over the world 
seem to like THE AMBASSADOR, 
for they always come back. Every 
comfort and service supremely at- 
tended to by a staff that knows 
how. Golf all winter. Saddle 
horses at our door. Sea water swim- 
ming pool. Attractive American 
plan rates, also European plan. 


WM. HAMILTON, Manager 





WHAT THE NEW YORK CLEARING 
HOUSE STANDS FOR 

An illuminating address, describing the op- 
eration and the influence of the New York 
Clearing House Association in safeguarding 
banking and the depositing public, was deliv- 
ered recently by Raymond E. Jones, vice- 
president of The Manhattan Company of 
New York at a meeting of the Lions Clubs 
of the north shore of Long Island. Mr. 
Jones first explained the primary purpose of 
the association in clearing checks for member 
banks and trust companies, the high stand- 


ards of admission required and emphasizing 
that during the reign of bank failures not a 


single failure occurred among New York 
clearing banks and trust companies. As re- 
flecting the trend in business he rehearsed fig- 
ures showing high record clearings in New 
York during 1929 of 456 billions as contrasted 
with 399 billions in 1930; 287 billions in 1931 
and only 177 billions during the fiscal year 
1932. 

Mr. Jones traced the growth in operations 
of the New York Clearing House and the 
important services it renders in providing 
regular and competent examination of mem- 
ber institutions, requiring charge-off of bad 
and questionable loans and investments out 
of assets and maintenance of safe liquidity. 
Mr. Jones also explained the method of clear- 
ing daily and out-of-town items and said in 
conclusion : 

“Now, what does all of this mean to you? 
It means added security for your deposits— 
a great safeguard provided to you depositors 
in the New York Clearing House banks and 
at considerable expense to the banks which, 
of course, also pay for the usual federal or 
state examinations—so you will readily see 
your funds have the protection of an organi- 
zation whose very fundamental purpose is 
to assure sound banking to the people of New 
York. The supervision of the New York 


Clearing House Association really means a 
pledge of safety for your funds and it has 
meant just that during the lifetime of the 
present generation—not for more than 
twenty-five years has a New York Clearing 
House bank failed.” 





Statement of the Ownership, Management, 
Circulation, etc., required by the Act 
of Congress of August 24, 1912, of 
TRUST COMPANIES, Published 
Monthly at New York, N. Y., for 
October 1, 1932 


State of New York ss. 
County of New York § 

Before me, a Notary Public in and for the 
State and County aforesaid, personally appeared 
Christian A. Luhnow who, having been duly sworn 
according to law, deposes and says that he is the 
Publisher of TRUST COMPANIES and that the 
following is, to the best of his knowledge and 
belief, a true statement of the ownership, manage- 
ment (and if a daily paper, the circulation), etc., 
of the aforesaid publication for the date shown 
in the above caption, required by the Act of 
August 24, 1912, embodied in section 411, Postal 
Laws and Regulations, printed on the reverse of 
this form, to wit: 

1. That the names and addresses of the pub- 
lisher, editor, managing editor, and business 
managers, are: 

Publisher, Christian A. Luhnow, Two Rector St., 

New York, N. Y. 

Editor, Christian A. Luhnow, Two Rector St., 

New York, N. Y. 

Business Manager, C. D. House, Two Rector St., 

New York, N. Y. 

2. That the owner is 
Christian A. Luhnow, Two Rector St., New York 

City, N. Y., Sole Owner. 

3. That the known bondholders, mortgagees, 
and other security holders owning or holding 
1 per cent or more of total amount of bonds, mort- 
gages, or other securities are: None. 


CHRISTIAN A. LUHNOW, Publisher 


Sworn to and subscribed before me this 26th day 
of October, 1932. 


[Seal] Love ta F. LITTLE 
Notary Public 


New York County, N. Y. 
Commission expires March 30, 1934 
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Philadelphia 


Special Correspondence 


TRUST SERVICE GAINS IN PUBLIC FAVOR 

The record of trust administration in Penn- 
sylvania during the past two or three years 
of depression and numerous bank failures is 
most illuminating and significant. In this 
commonwealth, at least, public confidence 
and faith in responsible trust company ad- 
ministration of estates and trusts has not 
been shaken by the adverse conditions which 
have obtained during the past three years. 
On the contrary, there is ample evidence to 
prove that trust companies and banks as cor- 
porate fiduciaries have gained in public favor 
and that bank failures or suspensions have 
but served to emphasize the safety of trust 
and estate funds confided to the care of cor- 
porate fiduciaries. 

Trust business is practically the only type 
of business conducted by trust companies and 
banks which has continued uninterrupted 
growth during this depression era. Banking 
departments have been marking time. The 
trust departments, by contrast, have been 
beehives of activity. Owing to the fact that 
there was no call for reports issued by the 
State Banking Department during the first 
quarter of 1932 and that the call of June 
30th did not require report on trust funds, 
the latest complete tabulation of trust fund 
holdings are those of December 31, 1931. 
These showed that trust companies of Penn- 
sylvania held trust funds on that date of 
$4,798,681,324 and national banks held trust 
funds of $328,414,557, making total of $5,127,- 
095,881. 

Individual returns from trust companies 
as of September 30th show almost invariably 
substantial increase in trust funds during the 
first nine months of the current year. Some 
of these gains are equal to the best records 
of normal years, A study of the latest fig- 
ures, however, reveals that trust business is 
tending more and more toward the senior and 
conservative trust companies which have 
maintained unimpeachable records of high 
quality trust service for several generations. 
This signifies that the public has become 
more discriminating in its choice of executors 
and trustees. The preference quite naturally 
goes to trust companies and banks which 
have demonstrated superior fiduciary service 
and have had the experience of many years 
of expert management. 

Another factor which has encouraged dis- 
cerning individuals to seek corporate fidu- 
ciary service is the assurance that composite 
judgment vested in trust company adminis- 








The Real Estate 
Trust Co. 


of Philadelphia 


Solicits Deposits of Firms, 
Corporations and Individuals 


Interest Allowed 


Nw oo aa 


Is fully equipped to handle all 
business pertaining to a Trust 
Company, in its Banking, Trust, 
Real Estate and Safe Deposit 
Departments. 


SamuE. F. Houston, President 
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tration is far more reliable than individual 
judgment, particularly in matters of invest- 
ment. Here in Philadelphia, the failure of 
quite a number of banks, many of them styl- 
ing themselves trust companies without any 
right thereto, has not been without some 
blessing. The disappearance of most of these 
pseudo “trust companies’? has given the peo- 
ple of this community a clearer conception 
and appreciation of what the trust company 
title really stands for as employed by the 
senior and established trust companies. 


GIRARD TRUST COMPANY 

Since the close of the last fiscal year of 
the Girard Trust Company of Philadelphia 
as of November 30, 1931 to September 30, 
1932, the amount of trust funds administered 
by this institution has increased from $861,- 
824,548 to $920,390,298. This represents an 
increase of over $100,000,000 as compared 
with March, 1931. Banking resources show 
an increase from $104,184,000 to $110,190,000 
since June 30, 1932 with deposits amounting 
to $87,435,611. Capital is $4,000,000; surplus 
and profits, $16,879,585, with reserves of 
$1,505,066. 

C. Jared Ingersoll has been elected to the 
board of managers of the Girard Trust Com- 
pany of Philadelphia. 
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NEWLY ORGANIZED MAIN 
COMPANY 

The newly organized Main Line Trust 
Company of Ardmore, Pa., opened for busi- 
ness on November 15th, with a _ capital 
of $250,000 and a paid-in surplus of $250,000. 
The principal stockholder is the Pennsylvania 
Company for Insurances on Lives and Grant- 
ing Annuities of Philadelphia. Three repre- 
sentatives of the Pennsylvania Company will 
serve the new trust company, in the follow- 
ing capacities: John H. Mason, chairman of 
the board of directors; R. 'S. McKinley, presi- 
dent, and William J. Lloyd, treasurer. It is 
expected that the new Main Line Trust Com- 
pany will provide a much needed service to 
the community. 

The following are designated as directors: 
William W. Bodine, vice-president of the 
United Gas Improvement Company; Robert 
K. Cassatt, Cassatt & Company; M. W. Cle- 
ment, vice-president of the Pennsylvania 
Railroad; John H. Mason; Morris L. Cloth- 
ier, Strawbridge & Clothier; Rodman E. Gris- 
com, Bertron, Griscom & Company; Horatio 
G. Lloyd, Drexel & Company, J. P. Morgan 
& Company; William Fulton Kurtz, vice- 
president of the Pennsylvania Company, ete. ; 
Clarence H. Geist, president of the C. H. 
Geist Company, Inc.; Richard S. McKinley, 
C. S. Newhall, executive vice-president of the 
Pennsylvania Company, ete.; Philip C. Sta- 
ples, vice-president of the Bell Telephone 
Company of Pennsylvania, chairman of the 
Philadelphia County Emergency’ Relief 
Board; Clarence A. Warden, capitalist. 


LINE TRUST 


The Washington Union Trust Company of 
Washington, Pa., has opened for business 
under favorable auspices and as representing 
a combination of the closed Washington Trust 
Company and Union Trust Company. 
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PENNSYLVANIA BREVITIES 

In assuming all assets in the trust depart- 
ment of the closed North Branch Title & 
Trust Company the First National Bank of 
Sunbury, Pa., guarantees the security of 
these trust funds 100 per cent. 

Joseph Wayne, Jr., president of the Phila- 
delphia National Bank, has been appointed 
a member of the commerce and marine com- 
mission of the American Bankers Association. 
O. Howard Wolfe, cashier of the Philadel- 
phia National, is a member of the public edu- 
eation commission. 


The First National Bank and the People’s 
Bank & Trust Company of Montoursville, Pa., 
have been consolidated. 


A timely and instructive article on “Repa- 
rations and War Debts” appears as “leader” 
in the current issue of The Girard Letter, 
published by the Girard Trust Company of 
Philadelphia. 

The Union Banking & Trust Company of 
DuBois, Pa., reports banking resources of 
$2,875,022 and trust deposits of $773,202. 

Plans have been approved for merger of 
the National Bank of Shamokin and the Dime 
Trust & Safe Deposit Company of Shamokin, 
Pa., with capital of $325,000 and resources 
of over $6,000,000. 

The Chester-Cambridge Bank & Trust 
Company of Chester, Pa., reports trust funds 
of $15,595,753 with banking resources 
amounting to $11,370,654; deposits, $7,338,- 
000; capital, $1,050,000; surplus, undivided 
profits and reserves, $2,085,000. 

The Ninth Bank & Trust Company of Phil- 
adelphia reports trust funds of $14,915,000. 

Philadelphia bank clearings for October 
totaled $1,135,000,000, against $1,057,000,000 
in September and $1,593,000,000 in October 
of last year. 





CONDITION OF PHILADELPHIA TRUST COMPANIES 


Capital 
Fidelity-Philadelphia Trust Co $6,700,000 
Frankford Trust Co 
Germantown Trust 
Girard Trust Co 
Industrial Trust Co 
I i) na 6 ds wep'eie.eien'e 2,987,920 
Kensington-Security Bank & Trust.... 1,300,000 
Liberty Title and Trust 
Ninth Bank and Trust 
North Philadelphia Trust 
Northern Trust 
Penna. Co. for Insurances, etc 
Provident Trust 
Real Estate Land Title and Trust 


Real Estate Trust 3,090,000 


Surplus and 
Undivided Profits 
Sept. 30, 1932 
$22,331,325 


Deposits Par 
Sept. 30,1932 Value’ Bid 
$82,055,675 375 
6,317,308 2 
13,854,992 
87,435,611 
9,841,174 
46,262,783 
8,102,759 
5,275,753 
15,765,464 
4,756,747 
9,152,070 
197,919,718 
30,711,122 
31,289,805 
6,620,329 


1,666,683 
3,139,096 
16,879,585 
2,680,559 
12,154,129 
2,200,008 
1,433,188 
2,310,071 
1,378,756 
3,389,420 
28,289,947 
17,224,615 
13,660,799 
2,287,788 


Figures furnished by Belzer and Company, members of Philadelphia Stock Exchange. 
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Special Correspondence 


RECORD OF TRUST ADMINISTRATION 
IN MASSACHUSETTS 

When the record of how trust administra- 
tion has acquitted itself during this period 
of prolonged depression, becomes a matter for 
retrospection and history, it will be con- 
firmed that Massachusetts stands among the 
foremost of the states in demonstrating the 
stability of corporate fiduciary service. The 
“Massachusetts rule” governing investment 
of trust funds gives trust companies of this 
commonwealth wider latitude and discretion- 
ary authority in selection of trust invest- 
ments than obtains in most other states. 
Nevertheless, the cardinal principle of trust 
investment policy to which Massachusetts 
and especially the large trust companies and 
banks of Boston adhere, is one of cautious 
conservatism. This quality has been par- 
ticularly in evidence not only during the de- 
pression years but was also fortunately ob- 
served during the inflationary years. 


Massachusetts has been relatively free 
from banking failures or fatalities involving 
trust assets. There is no evidence that the 
developments in the banking field during the 
current year have occasioned any change 
in the official advice given to Trust Com- 
PANIES Magazine from the office of the Com- 
missioner of Banks of Massachusetts as of 
November 16, 1931, to the effect that the 
records of that office show no loss of trust 
or estate funds administered by trust com- 
panies by reason of failure, malfeasance or 
mismanagement, In those few instances 
where failures or suspensions have involved 
trust assets such funds have been amply pro- 
tected or are being transferred in orderly 
manner. 


It is significant of the increasing confidence 
expressed toward trust company management 
that trust department totals have continued 
to make new records. The latest summary 
from the office of the Commissioner of Banks 
shows that on June 30th there were fifty-four 
trust companies reporting in Massachusetts 
with total trust department assets of $971,- 
055,190. As of December 31, 1931 there were 
seventy-nine national banks in Massachusetts 
reporting combined trust assets of $225,505,- 
000. This gives a grand total of trust funds 
administered by trust companies and banks 
of this commonwealth amounting to $1,196,- 
560,000. Judging from individual statements 
of leading trust companies under date of 
September 30th, the total is now well over 
the one billion two hundred million mark. 


Cordial Cooperation 


in handling Boston 
and New England 
banking and fidu- 
ciary matters with 
promptness and ef- 
ficiency is to be 
found at 


The STATE STREET TRUST 
COMPANY 


ALLAN Forses, President 
BOSTON, MASS. 


Member Federal Reserve System 





Of this aggregate the Boston trust companies 
accounted on June 30th for $774,119,000 and 
of the latter total the four leading trust com- 
panies account for approximately $700,000,- 
000. The Old Colony Trust Company, under 
date of September 30, 1932, reported trust 
assets of $315,654,347; the Boston Safe De- 
posit & Trust Company, $244,836,789, and 
representing an increase of ten millions since 
June 30th; the New England Trust Company, 
$124,656,644 and the State Street Trust Com- 
pany, $56,268,005. 


ADDITIONS TO LEGAL LIST 

The Commissioner of Banks for Massa- 
chusetts, in a recent bulletin, designates the 
following bonds as the latest addition to 
investments legal for savings banks: Peo- 
ples Gas Light and Coke Company, First and 
Refunding Mortgage Gold 6s of 1957, Series 
C.; California Oregon Power Company Re- 
funding Mortgage Gold 6%s of 1942; Con- 
necticut Light & Power First & Refunding 
Mortgage Sinking Fund Gold 5s of 1962, Se- 
ries D.; Rochester Gas & Electric Corpora- 
tion, General Mortgage Gold 5s of 1962, Se- 
ries E.; bonds of the Portland Maine Water 
District. 
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Under Supervision of Federal Government 


AMERICAN SECURITY 


[=AND TRUST COMPANY = 
Fifteenth and Pennsylvania Avenue 
WASHINGTON, D. C. 
Capital andSurplus - - $6,800,000.00 

over - - =  $38,500,000.00 


FOUR BRANCHES 
Interest paid on checking accounts 


/ Ancillary Service \ 
In Alabama 


LACE your trust matters in the 
hands of Alabama’s oldest trust 
company for economical and expert 
management. Correspondence invited. 


== 


BIRMINGHAM @ RUST 


& SAVINGS COMPANY [Founded 
\ MEMBER FEDERAL RESERVE SYSTEM ‘ m 1667 








KIDDER PEABODY TRUST BECOMES 
UNION TRUST 

In order to emphasize independent opera- 
tion and policies the title of the Kidder Pea- 
body Trust Company of Boston has been 
changed to Union Trust Company. This 
company was formed by members of the pri- 
vate banking firm of Kidder, Peabody & Com- 
pany for the primary purpose of handling 
trusts and other business of a fiduciary char- 
acter. The change in title, while involving 
no change in executive personnel or board of 
directors, is in line with the general tendency 
to segregate trust from investment house 
activities. 

Since its organization the Kidder Peabody 
Trust Company, now the Union Trust Com- 
pany, has accumulated trust department as- 
sets of $12,165,284. Commercial banking as- 
sets amount to $3,377,984. Capital is $500,- 
000; surplus, undivided profits and reserve, 
$299,000. 


ADVANCE IN NEW ENGLAND 
INDUSTRIAL ACTIVITY 
The current issue of the New England 
Letter, issued by the First National Bank of 
Boston, lists substantial gains in industrial 
lines, as follows: “New England industrial 
activity has shown a sharp advance since 
the summer months. Our index of repre- 
sentative industries in this section for Sep- 


tember increased about 9 per cent over Au- 
gust, or to the highest level since the early 
part of this year. The bulk of the increase 
was accounted for by textiles, leather prod- 
ucts, and related lines, although practically 
all of the principal industries shared to an 
appreciable extent in the general advance. 
After allowances for seasonal changes, cotton 
mill activity showed an increase of 32 per 
cent over the preceding month.” 


NATIONAL SHAWMUT HELPS TO 
LIQUIDATE TRUST COMPANY 

An item in Boston correspondence, appear- 
ing in the October issue of TRUST COMPANIES, 
inadvertently stated that in “cooperation 
with Bank Commissioner Arthur Guy, the 
National Shawmut Bank of Boston has taken 
charge of the liquidation of closed banks in 
Boston and vicinity.” That statement is not 
correct. The facts are that the National 
Shawmut purchased a portion of the assets 
of the closed Charlestown Trust Company, 
which did in that particular case, help to 
liquidate the bank. 


The Arlington Trust Company of Lawrence, 
Mass., which was closed last December, re- 
cently reopened for business. Daniel J. Mur- 
phy has succeeded John A, Brackett as presi- 
dent. 


CONDITION OF BOSTON TRUST COMPANIES 


Capital 


Banca Commerciale Itatiana 
Boston Safe Deposit and Trust Co 
Day Trust Co 

Fiduciary Trust Co 

Harris Forbes Trust Co 

Kidder Peabody Trust Co 

New England Trust Co 

Old Colony Trust Co 

State Street Trust Co 

United States Trust Co 


$750,000 
100 


Assets 
Deposits Trust Dept. 
Sept. 30, 1932 Sept. 30, 1932 
$876,326.27 
23,619,698.06 $244,836,789.61 
6,827,011.76 4,906,414.37 
453,171.01 7,515,943.18 
2,406,439.14 8,449,282.06 
2,562,674.84 12,165,284.43 
27,392,896.15 124,656,644.49 
4,172,761.57 315,654,347.49 
57,107,503.75  56,268,005.68 
9,684,291.68 11,584,598.05 


Surplus and 
Undivided Profits 
Sept. 30, 1932 
$385,523.97 
3,711,496.18 

296,396.96 
548,985.97 
161,907.51 
229,016.60 
2,769,902.30 
5,155,602.12 
3,840,259.17 
1,446,854.60 





TRUST COMPANIES 


FIRST WISCONSIN NATIONAL EXTENDS 
BRANCH FACILITIES 

Exercising its rights under Federal char- 
ter and in view of the modification of the 
state laws of Wisconsin which prohibited 
branch banking by state institutions, the 
First Wisconsin National Bank of Milwaukee 
has put into operation a policy of converting 
its national charter banks in that city from 
group banks to branches. In accordance with 
this policy the Bay View National Bank and 
the Sixth Wisconsin National Bank, located 
in Milwaukee, have become branch offices of 
the First Wisconsin National. The new 
branches are known as the Bay View and the 
Sixth Wisconsin offices, and increase to seven 
the number of branches in Milwaukee oper- 
ated by the First Wisconsin National. These 
two branches add $3,700,000 to the resources 
of the parent bank making aggregate of $168,- 
919,000. It is understood that these conver- 
sions will shortly be followed by that of the 
Northwestern National from a group to a 
branch bank. 

Advisory councils for the newly created 
3ay View and Sixth Wisconsin offices are: 
For the Bay View office W. P. Westenberg, 
J. D. Maurer, Charles J. Petri and Dr. 8S. M. 
Smith; for the Sixth Wisconsin, the follow- 
ing: John Le Feber, Harry M. Swigart, Louis 
Heilbronner and Charles Paeschke, Jr. All 
were directors of the respective banks. 


TRADESMENS NATIONAL BANK AND 
TRUST COMPANY 


The trust department of the Tradesmens 
National Bank & Trust Company of Phila- 
delphia records substantial growth.  Indi- 
vidual trusts have increased to total of $48,- 
685,000 and corporate trusts amount to $50,- 
933,000. The banking resources of the Trades- 
mens National aggregate $38,772,722 with de- 
posits of $27,620,000; capital, $3,800,000; sur- 
plus, undivided profits and reserves, $5,533,- 
141. Howard A. Loeb is chairman of the 
board: Herbert W. Goodall, president, with 
A. G. B. Steel, vice-president in charge of the 
trust department. 


The newly organized Fourth National 
Bank of Plainfield, N. J., has been merged 
with the First National Bank of that city, 
with Edward F. Feickert as president of the 
combined bank. 


Charles H. Bender, vice-president of the 
Michigan Trust Company of Grand Rapids, 
has been appointed chairman of the trust 
committee of the Michigan Bankers Associa- 
tion. 
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“GIMMEONE, 


me sister’s got it? 


A ragged, dirty news- 
boy blurted, “Gimme 
one, me sister’s got it,” 
and dropped on the 
marble counter* a sin- 
gle penny that tinkled 
lonesomely. He was 
buying one of the first 
Christmas Seals sold in 
the United States for 
anti - tuberculosis 
work. The need was great. He knew. 
His sister had it. 


Today, Christmas Seals help protect 
you and your family, for although the 
death rate from tuberculosis has been 
reduced two-thirds it still kills more 
people between 15 and 45 than any 
other disease. Your pennies make 
possible free clinics, nursing service, 
preventoriums, and educational work 
that mean cure for some, relief for 
many, and hope forall. 


*In the lobby of the Philadelphia ‘North American,” 
Dec. 13, 1907 


THE NATIONAL, STATE AND LOCAL 
TUBERCULOSIS ASSOCIATIONS 
OF THE UNITED STATES 


Buy CHRISTMAS SEALS 
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Pittsburgh 


Special Correspondence 


UNFAIR TAX LEVY ON TRUST 
BALANCES 

Trust balances held by trust companies of 
Pittsburgh, awaiting investment or distribu- 
tion and drawing interest are to be sub- 
jected to the so-called four mill state tax. 
The Board for the Assessment and Revision 
of Taxes is a branch of the County Govern- 
ment. In addition to assessing real estate, 
it is charged with the duty of assessing 
personal property which is subject to the 
four mill state tax. Formerly this tax was 
returned to the State Government, but for 
many years past the entire tax while still 
ealled a state tax, is paid to the county 
government. The personal property general 
tax heretofore consisted mainly of mortgages, 
judgments, stocks and bonds, not including 
those of Pennsylvania corporations. 

The present tax board, although regard- 
ing the law as antiquated and unfair, regards 
it as its duty to enforce this law in so far as 
possible on checking accounts drawing daily 
balance interest. The matter becomes of 
importance to corporate fiduciaries inasmuch 
as there is always a large amount of income 


and principal awaiting investment or dis- 


tribution. Trust companies and national 
banks have been paying two per cent daily 
balance interest on these funds and the tax 
board now says that the four mill state tax 
must be imposed on these funds as of the 
first of January of each year. 


LIVE TOPICS BEFORE PENNSYLVANIA 
TRUST CONFERENCE 

Alexander P. Reed, vice-president and trust 
officer of the Fidelity Trust Company of 
Pittsburgh, who is chairman of the Trust 
Section of the Pennsylvania Bankers Asso- 
ciation, announces that the annual trust con- 
ference of the Trust Section will be held 
in Harrisburg, December 9th, the day pre- 
ceding the December meeting of the Counsel 
of Administration of the Pennsylvania Bank- 
ers Association in Philadelphia. 

Chairman Reed advises that the program 
will include consideration of such problems 
as the “Experience of Trust Departments 
in Acquiring New Business in These Times,” 
“Experience in the Taking Over of Trust 
Accounts of Closed Institutions,’ and “The 
Experience of Banks and Trust Companies 
in Requiring Beneficiaries to Accept Secur- 
ities in Fund.” These are all new problems 
of trust officers developing out of the condi- 


tions of the past three years. Other matters 
will also be considered, including the report 
of the committee on co-operation with the 
bar. 


CHARLES M. HUGHES 

Charles M. Hughes, for many years presi- 
dent of the Beaver Trust Company of Beaver, 
Pa., passed away recently at his home and at 
the age of seventy-six. He was one of the 
most highly esteemed bankers and citizens in 
Beaver Valley where he was a leader in 
business life and civic activities for over 
thirty years. In January, 1924, Mr. Hughes 
observed his fiftieth year of successful bank- 
ing, being then executive vice-president of 
the Beaver Trust Company. Two years ago 
following the death of President Agnew Hill 
he became the chief executive of the com- 
pany. He entered banking in 1874 when he 
became junior clerk with the First National 
Bank of Lima, O. From that time, with the 
exception of two years and four months, he 
has been actively engaged in extending help- 
ful banking service. He was born on a farm, 
near Lima, May 24, 1856, and received his 
education in the Lima public schools. 


The Union Trust Company of Pittsburgh 
registers an increase of nearly eight mil- 
lions in trust funds under administration 
during the third quarter of the current year, 
bringing aggregate to $380,073,480, exclusive 
of corporate trusts. 

An increase of approximately four millions 
in trust funds since last March is shown in 
the latest statement of the Fidelity Trust 
Company of Pittsburgh, making aggregate 
$228,667,202. 

The Pittsburgh Branch of the Federal 
Home Loan Bank has opened in the former 
quarters of the Pittsburgh Branch of the 
Federal Reserve Bank, which is equipped 
with modern York vaults. 

Over $4,000,000 in Christmas savings de- 
posits will be available for distribution this 
year by the banks and trust companies of 
Pittsburgh. 

The Dauphin Deposit Trust Company of 
Harrisburg has increased its capital from 
$300,000 to $400,000 and surplus from $600,- 
000 to $800,000. 

John E. Potter, president of the Potter 
Title and Trust Company of Pittsburgh, 
announces the appointment of John B. Mc- 
Cormick as director of sales of mortgage 
investments. Mr. McCormick was for twelve 
years associated with Bonbright and Com- 
pany as manager of the Pittsburgh office. 
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Chicago 
Special Correspondence 


WORKING ON A NEW BANKING CODE 
FOR ILLINOIS 


Now that uncertainties of the political cam- 
paign are past and oratorical broadsides have 
evaporated into thin air, there is concrete 
evidence of a new and finer spirit of coordi- 
nation between leaders of business, finance 
and industry in this section of the country. 
For one thing there is a determination to 
clear away the debris of the past years of 
depression and to awaken a mental attitude 
more consistent with the hardihood and en- 
terprise so characteristic in the growth of 
Chicago and the middle west. Another im- 
portant objective is to devise a new banking 
code to be presented to the General Assembly 
of Illinois when it convenes in January and 
which is designed to prevent any recurrence 
of banking fatalities such as witnessed dur- 
ing the past few years and accounted for the 
elimination of hundreds of banks. Prospects 
are that this effort to create new standards 
for banking in this state will meet with suc- 
cess. In the first place Illinois will be forced 
to protect and modernize its banking code 
because of the certainty of liberalizing of 
federal banking laws. Secondly, public sen- 
timent has expressed itself during the politi- 
eal campaign in no uncertain terms that the 
banks must be made safe and glaring weak- 
nesses must be remedied. 

The Illinois Bankers Association, through 
its Council of Administration and Committee 
on Legislation, has drawn ip tentative pro- 
visions for a new banking code which will 
be whipped into shape within the next few 
months for legislative consideration. One of 
the most interesting innovations is the pro- 
posed provision to create a banking board 
of five members, representing banking, in- 
dustry, agriculture and labor which shall 
succeed the Auditor of Banks in having su- 


pervision over state banks and trust com- 
panies. This board will be given authority 
to enforce sound practices, make thorough 
examinations and demand compliance from 
officers and directors with power of removal, 
if necessary. The board will also have au- 
thority to pass upon all applications for new 
charters with stringent requirements as to 
character and qualifications of promoters. 
Through such a board it is hoped to over- 
come many of the defects exposed by recent 
experience, 


Other provisions of the proposed code re- 
late to moratorium to overcome emergencies 
such as applied extra-legally in some Illinois 
communities with satisfactory results; cre- 


ation of a bank liquidating; more detailed 
reports of condition; carrying percentage of 
net profits to surplus and reserve before de- 
claring dividends; establish ratio of capital 
to deposit liabilities; clarifying the law as 
to liability of bank stockholders; audit of 
bank by approved accountants; provisions as 
to limitation of loans to officers and direc- 
tors; restriction of real estate loans to limit- 
ed percentage of deposits; inspection and ex- 
amination of bank investment affiliates. 
Branch banking in Illinois remains a sub- 
ject of dispute. There is still a strong senti- 
ment among unit and smaller banks against 
any change in the law prohibiting branch 
banking in any form. The chances are, how- 
ever, that if Congress validates wider branch 
banking for national banks that Illinois, in 
common with other prohibiting states, will 
be compelled to sanction branches for the 
protection of state chartered banks and trust 
companies. The nationalization of two large 
banks in Chicago recently brings up branch 
banking as an acute issue in this state. 


Total deposits of the Northern Trust Com- 
pany of Chicago have increased 60 per cent 
within the past twelve months. Savings de- 
posits increased from $18,000,000 to $33,- 
000,000. 
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LIQUID POSITION OF NEW CITY 
NATIONAL BANK AND TRUST 
COMPANY 

Under the guidance of General Charles G. 
Dawes, as chairman, and Philip R. Clarke, as 
president, the newly organized City National 
Bank & Trust Company of Chicago, is func- 
tioning most successfully as the latest addi- 
tion to “Loop” banks. In assuming the de- 
posit liabilities of the Central Republic Bank 
& Trust Company, the new bank shows in 
its first statement of condition an exception- 
ally liquid condition with more than 75 per 
cent of total resources in cash, funds due 
from banks and United States Government 
securities. The financial statement shows 
total resources of $81,307,563, embracing cash 
and funds from banks of $61,113,853 and 
U. S. Government securities $1,213,093. Loans 
and discounts in the report of October 17th 
amounted to $17,856,183. Deposits amounted 
to $76,161,231 as compared with cash re- 
sources of over $62,000,000. 


Banking judgment in Chicago commends 
the plan whereby the newly organized bank 
assumes the deposit liabilities of the Central 
Republic Bank & Trust Company, which has 
retired from the commercial banking field but 
continues with its present trust and real es- 
tate loan departments as well as its invest- 
ment affiliate, the Central Republic Company. 

The new City National Bank & Trust Com- 
pany operates entirely as an independent in- 
stitution, specializing in complete banking 
service and specializing in commercial, sav- 
ings, checking-savings and trust services. As 
previously stated the bank began business 
with paid-in capital of $4,000,000 and surplus 
of $1,000,000. The board of directors is one 
of exceptional strength and representative of 
strong financial and business interests. The 
transfer of deposits from the Central Repub- 
lic to the City National has been accom- 
plished without difficulty as the new bank oc- 
cupies the quarters of the Central Republic. 


James R. Leavell, president of the Cor- 
tinental Illinois National Bank & Trust Com- 
pany of Chicago, Ill., has been elected a di- 
rector of Armour & Company of Delaware, 
and its subsidiary, North American Provision 
Company. Mr. Leavell also was elected a 
member of the finance committees of both 
companies. 


C. E. Carlson of the First National Bank 
of Chicago has been elected executive vice- 
president of the Lake Shore Trust & Savings 
Bank which has readjusted capital of $400,- 
000, surplus $200,000 and reserves of $250,000. 


CONTINENTAL ILLINOIS IN THE 
FEDERAL FOLD 

The shift from state to federal charter has 
been accomplished by the Continental Illinois 
National Bank & Trust Company of Chicago 
without any apparent difficulties or change 
in routine operations. All requirements of 
the banking laws were complied with, in- 
cluding the transfer of trust powers and 
authority. So far as depositors and custo- 
mers of the various departments are con- 
cerned the conversion to the national fold 
has made no change. 

The Continental Illinois National made its 
debut as a national bank with total invested 
eapital of $102,711,362; capital of 75 mil- 
lions; surplus of 25 millions and undivided 
profits of $2,711,362. These figures do not 
include the capital and surplus of the Con- 
tinental Illinois Company, the bank’s security 
affiliate, the entire capital stock of which 
is trusteed for the benefit of bank stock- 
holders. Capital and surplus of the securi- 
ties company amount to two and a half mil- 
lion dollars. 

The bank enters the national field with de- 
posits of $644,494,986, representing an in- 
erease of $45,000,000 since June 30th. With 
resources of $802,533,372 the institution will 
be the fourth largest national bank in the 
country. Deposits reported in response to 
the last state call, as of September 30th, 
were $636,560,503 and total resources amount- 
ed to $796,407,047. 

IMPROVEMENT IN BANKING SITUATION 

There are very definite evidences of im- 
provement and increasing stability in the 
Chicago banking situation. No one can deny 
that the year 1932 has been one of the most 
trying in the history of American banking. 
Distrust caused by the debacle among subur- 
ban and small outlying banks, spread to the 
larger institutions. But the loop banks have 
bravely withstood the test and proven their 
right to the confidence of the people. The 
latter have in turn shown their faith in sub- 
stantial manner. Deposits in Chicago banks 
increased $70,000,000 from June 30th to Sep- 
tember 30th and this city has been practi- 
cally without failure the past few months. 

A recent survey made by a local bank stock 
house, embracing the five leading banks and 
trust companies, namely, the Continental 
Illinois National, the First National, North- 
ern Trust, Harris Trust & Savings and the 
City National Bank and Trust Company, 
demonstrates the strong and _ resourceful 
conditions of these institutions which have 
command of $1,500,000,000 deposits, equal to 
89 per cent of total bank deposits in this city. 
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NEW TRUST COMPANY IN CHICAGO 

The newly organized Trust Company of 
Chicago announces the opening of its offices 
at 33 North LaSalle street. The management 
announces that the company will have no de- 
mand liabilities and concentrate its facilities 
on various types of trust service. It is also 
the announced policy to retain attorneys who 
bring trust matters to the company. The of- 
ficers are: Hugh T. Martin, president; Har- 
old G. Townsend, vice-president ; Lester Beck, 
trust officer; George F. Ramer, treasurer, 
John P. Nichol, secretary. 


MERGER OF CHICAGO INVESTMENT 
TRUSTS 

Plans have been approved for merger of 
the Continental Chicago Corporation and 
Chicago Investors, Inc., into an investment 
trust with assets of $28,000,000 and to be 
known as the Chicago Corporation. Consoli- 
dation will be effected through exchange of 
stock, share for share, and control will re- 
main in Chicago. Charles F. Gore, president 
of the Continental Chicago Corporation will 
become president of the consolidated organi- 
zation and the board of directors will con- 
sist of the members of present boards. 


C. F. Kuehnle, former vice-president of the 


National Bank of the Republic, Chicago, has 
been elected president of the Halstead Ex- 


change National Bank, Chicago. 

At the recent popular election approval was 
given to the amendment to the Illinois state 
bank loan act authorizing receivers to borrow 
on assets from closed banks. 

Melvin A. Traylor, president of the First 
National Bank of Chicago, is named as a 
Foundation trustee of the American Bankers 
Association. 

W. Irving Bullard, former vice-president 
of the Central Republic Bank & Trust Com- 
pany of Chicago, has become associated with 
textile interests in Connecticut. 





“CASH ADVANCES” IN TRUST 
ACCOUNTS 

The Auditor of Public Accounts in Illinois 
has issued advice to trust companies cau- 
tioning against “cash advances” in trust ac- 
counts. He says: “This account is quite 
frequently found in the examination of trust 
departments. A cash advance, of course, is 
nothing more or less than an overdraft. This 
practice simply means that the surplus cash 
on hand to the credit of one or more trusts 
is applied for the benefit of other trusts 
where cash is not available. There is no 
excuse for the existence of ‘cash advances’ 
and positively no legal justification for the 
same. Officers of trust departments are, 
therefore, advised that such accounts must 
be eliminated and in the future the practice 
of borrowing funds from one trust account 
for the benefit of another must be discon- 
tinued. Every trust estate must be admin- 
istered independently and in accordance with 
the indenture creating the trust.” 


BANKING IN ILLINOIS 

A compilation of the figures as obtained 
from the call reports of the 782 banks under 
the jurisdiction of the Illinois Banking De- 
partment as of September 30, 1932, indicates 
a more satisfactory position than has been re- 
flected for some time past. The cash has 
increased since the reports were received for 
the June call in the sum of $20,550,000. In 
addition, the investment in U. S. Government 
bonds shows an increase of $20,197,000 and 
loans and discounts have declined since the 
last eall in the sum of $105,980,689. Mean- 
while, on the liability side deposits have in- 
creased in the sum of $22,000,000. The sur- 
plus and reserve accounts also show substan- 
tial increases. 


George H. Arnold has been elected vice- 


president and trust officer of the Mlinois 
Bank & Trust Company of Rockford, III. 





CONDITION OF CHICAGO TRUST COMPANIES 


Capital 


$500,000 
4,000,000 


Boulevard Bridge Bank. . eee 
City National Bank and Trust Co.. 
Continental Illinois National Bank 
and Trust Co 75,000,000 
Drovers Trust 350,000 
First Union Trust & First National .25,000,000 
Harris Trust 6,000,000 
Mercantile Trust................. 600,000 
i So 3,000,000 
West Side Trust. . = tl ‘000, 000 


Corrected by F. M. “Geiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 


Surp 
Undivided Profits 
Sept. 30, 1932 Sept. 30,1932 Value 


27,469,392 


20,611,256 
7,725,506 


lus and 

Deposits Book 

Bid 
70 

123 


103 
120 
199 
300 

75 
370 

42 


$523,173 
1,000,000 


$9,845,644 
76,161,231 


636,560,052 
688,420 4,335,937 
440,760,193 
107,323,514 

6,804,456 
124,553,062 

5,461,200 


201 
125 


136 
296 
245 
228 
149 
373 
102 


297,839 
8,197,569 
22, '979 
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St. Louis 


Special Correspondence 


“ST. LOUIS SPIRIT” AS INTERPRETED 
IN BANKING RELATIONS 


Few of the larger financial centers of the 
nation have come through the past three 
years of severe testing with such poise, sta- 
bility and resourcefulness as St. Louis. The 
absence of bank failures or “runs” by de- 
positors is accounted for by the well deserved 
confidence which the people of this commu- 
nity entertain toward our banks and trust 
companies. This has been fostered not only 
by the conservative policies and strong finan- 
cial position of St. Louis institutions, but 
notably by the evidence of close and genu- 
ine teamwork on the part of the member- 
ship of the St. Louis Clearing House Associ- 
ation. The bankers of this city have stood 
together during the past critical years and 
continue to do so in facing the problems of 
the immediate future. In this city it has 
not been a ruthless question of “every bank 
for itself.” Rather the common motive has 
been to safeguard and protect public, com- 
mercial and private interests of patrons and 
institutions alike. It is significant that St. 
Louis has recently returned $209,000 ad- 
vanced for relief work to the Reconstruction 
Finance Corporation. 

The events of the past critical years affirm 
the words of tribute expressed recently by 
M. EB. Holderness, president of the Missouri 
Bankers Association and vice-president of 
the First National Bank of this city, when 
he said: “Furthermore, the bankers of no 
city have shown a better understanding of 
and a more active interest in their corre- 
spondent county banks than the bankers of 
St. Louis. Throughout the earlier and dark- 
er days of this depression, our St. Louis 
bankers were here, there and everywhere 
throughout our territory, encouraging and 
aiding their county correspondents. Where 
trains didn’t go, they used motors, and when 
emergencies arose, they used airplanes. All 
together, we fought side by side with our 
neighbors, and with our neighbors we fought 
together for the bankers of our territory. I 
would not mislead you, nor make any un- 
seemly or boastful claims. As a consequence 
of the worst depression of all times, we had 
a share of the troubles, but the situation 
would have been far worse in the absence 
of such cooperation as I have referred to. 
And what I have said of St. Louis banks 
with reference to county correspondents 
is also true of Kansas City, St. Joseph, 
Springfield, Joplin and other large cities.” 


“TRUST SERVICE 
EXCLUSIVELY” 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
posits. Its entire organization and 
facilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


St. Louis Union Trust Co. 


ST. LOUIS, MO. 
Oldest Trust Company in Missouri 


Affiliated wrth First National Bank 





A SUBSTANTIAL GAIN IN DEPOSITS 


The Mercantile-Commerce Bank & Trust 
Company of St. Louis, which daily lives up 
to the slogan “Large enough to serve any— 
strong enough to protect all,’ has registered 
an increase in deposits which brought the 
total comfortably above the $100,000,000. 
This represented a gain of nearly seven mil- 
lions during the third quarter of the current 
year. The same statement of financial con- 
dition showed total resources of $117,229,212 
of which $51,156,232 consisted of cash, due 
from banks and United States Government 
bonds and certificates. The capital of the 
company is $10,000,000 with surplus of 
$5,000,000 and undivided profits of $1,058,176. 


Two vice-presidents of the Mercantile-Com- 
merce Bank & Trust Company of St. Louis 
recently have been honored by appointments 
to committees of the State Bank Division of 
the American Bankers Association. They 
are Fred J. Paro, who has been made a 
member of the Committee on State Banking 
Departments, and Leo D. Kelly, who has been 
chosen as a member of the Committee on 
State Bank Research. 











MISSOURI BANKERS ATTEND GROUP 
MEETINGS 

There were large turnouts of Missouri 
bankers at various group meetings conducted 
recently and at which urgent appeals were 
made for close cooperation to improve bank- 
ing standards, join in county association 
work and to stand up for constructive bank- 
ing legislation. A “flying squadron’ from 
the official personnel of the Missouri Bank- 
ers Association, visited the 1932 group meet- 
ings in order to bring home to bankers of 
this state the problems that must he frankly 
negotiated. President M. E. Holderness of 
the state association acquitted himself ad- 
mirably in addressing the groups and with 
straight-from-the-shoulder advice. Wm. Mc- 
Chesney Martin, Governor of the Federal 
Reserve Bank of St. Louis and F. Lee Ma- 
jor, vice-president of the Boatmen’s National 
Bank of St. Louis, were also among the 
group meeting campaigners. 

One of the attractions at the group meet- 
ings was the presentation of a two-act play 
entitled “Frozen Assets” written by G. V. 
Kenton, chairman of the committee on edu- 
eation of the Missouri Bankers Association, 
and director of publicity, Mercantile-Com- 
merce Bank & Trust Company, St. Louis, in 
collaboration with Frank Fuchs, advertising 
manager, First National Bank in St. Louis. 





A banking group in St. Louis headed by 
the Mercantile Commerce Company recently 
purchased a quarter of a million of local 
school bonds at a premium. 

The First Bank & Trust Company, Macon, 
Mo., which had been on a seven-weeks’ mora- 
torium, resumed business recently under its 
old name and charter with capitalization of 
$150,000. 
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ACTIVE IN A. I. B. WORK 

Frank Ryan, advertising manager of the 
Mississippi Valley Trust Company of St. 
Louis, takes seriously his appointment as as- 
sociate national councilman of the American 
Institute of Banking and in charge of the 
Southern Illinois territory. He has not only 
devoted himself actively to delivering talks 
and promoting new members in various com- 
munities of his district, but has helped to 
effect organization of several new local 
chapters. 


WHAT BANKERS ARE THINKING ABOUT 

Fred J. Paro, vice-president of the Mer- 
ecantile-Commerce Bank & Trust Company 
of St. Louis, one of the most widely known 
members of the American banking fraternity 
because of his faithful attendance at con- 
ventions, acquired new laurels recently when 
he delivered an address at the group meet- 
ings of the Kansas Bankers Association. Mr. 
Paro’s subject was 
Thinking About’ and he presented a force- 
ful picture of encroachments upon the legiti- 
mate banking field and of the more progres- 
sive policies that bankers must adopt in or- 
der to offset declines in revenues. 








The Guaranty-Plaza Trust Company, which 
began operations recently in St. Louis as a 
consolidation of the former Plaza National 
Bank and the Guaranty Bank & Trust Com- 
pany, is recording satisfactory growth, Cap- 
italization is $524,000. 

Secretary Keyser of the Missouri Bankers 
Association has distributed to member banks 
a circular containing advice as to care to be 
observed in rental of safe deposit boxes. 

The Boatmen’s National Bank of St. Louis 
is celebrating its eighty-fifth anniversary. 





CONDITION OF ST. 


Lafayette-South Side Bank & Trust Co............ 
Mercantile-Commerce Bank & Trust Co............ 
ee Be 1 eee 


St. Louis Union Trust Co.... 
*Accepts no deposits. 
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Surplus and , 
Capital Undivided Profits, Deposits, 
Sept. 30, 1932 Sept. 30, 1932 
. .$2,150,000 $1,683,371.52 $18.168 857.46 
. -10,000,000 6,058,176.46 100,035,357.82 
. . 6,000,000 2,949,212.71 60,536,673.60 
.. 5,000,000 Taal eee. he edhe * 


CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


: Capital 
American Security & Trust Co.......... $3,400,000 
Munsey ENE Sse pins ile 50! evei'd.slecorerace 2,000,000 
National Savings & Trust Co.......... 1,000,000 
Union Cg 2, 2 ee ee 2,000,000 
Washington Loan & Trust Co......... 1,000,000 


Figures furnished by The Washington Loan & Trust Co. 


Surplus and 


Undivided 

Profits, Deposits, 
Sept. 30,1932 Sept. 30,1932 Par Last Sale 

$4,525,733 $31,745,373 100 320 
1,742,086 4,378,600 100 160 
2,809,732 14,494,613 100 375 
1,248,420 9,055,879 100 200 
2,555,641 15,277,002 100 420 


“What Bankers Are. 
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Cleveland 


Special Correspondence 


FLOOD OF PROPOSED BANKING 
LEGISLATION 

Ohio bankers apprehend a flood-tide of 
legislative bills at the coming session of 
the state legislature. ‘While there is no dis- 
position to oppose or discourage reasoned 
and constructive legislatio. to strengthen the 
banking code and thus guard against re- 
eurrence of such bitter experiences as wit- 
nessed this and previous two years, the fear 
is that legislators, in their zeal, will be 
tempted to experiment with half-baked and 
injurious measures. 


The Ohio Bankers Association, through its 
legislative committee and its alert secretary, 
David M. Auch, is preserving a close watch 
on legislative trends. While every effort is 
being made to unite Ohio bankers in oppos- 
ing questionable or dangerous proposals, such 
as bank deposit guarantee, the legislative 
committee is also at work on desirable 
amendments suggested by recent experience. 
The State Banking Department has expressed 
the opinion that most of the amendments 
needed in the state banking code deal with 
liquidation and investment statutes. A major 
problem in this state is that which relates 
to laws dealing with public deposits. An 
effort will be made to change the law so 
as to enable banks to receive public deposits 
on the same basis as deposits of individuals, 
firms and corporations. 

Bank taxation is another live and com- 
plicated question in Ohio, notwithstanding 
the new tax law passed by the 1931 Assembly 
which calls for needed changes. Adjustment 
of the national bank tax suit as affecting 
Ohio is also engaging attention with the 
hope of a favorable settlement by U. S. 
Supreme Court ruling. 


To sponsor legislation in behalf of de- 
positors and bank stockholders the Savings 
Depositors Association has been organized 
with offices in Cincinnati, Columbus and 
Toledo. 


Willard W. Wilson has been named a trust 
officer of the Cleveland Trust Company. 

Fred P. Jung has been appointed acting 
manager of the Lorain-Triskett branch bank 
of the Cleveland Trust Company. He suc- 
ceeds H. F. Brandt, who has resigned. 

W. F. Kyle, assistant vice-president of 
the Cleveland Trust Company was advanced 
to vice-chairman of Group 9, Ohio Bankers 
Association at the recent annual meeting. 


LARGE VOLUME OF FUNDS RELEASED 
THROUGH BANK REOPENINGS 

Ohio, which has been hard hit as an in- 
dustrial state, by the abnormal straits of 
business, is giving an example of courage 
and renewed enterprise. ‘There is increase 
in employment, more mills and furnaces are 
again operating and communities which have 
been resting under a blight, are beginning 
to take on new activity. This enterprise 
expresses itself notably in the resumption of 
operations by dozens of banks which were 
obliged to close their doors under the fiery 
attack of unreasoning panic. 

Over $100,000,000 of deposit liabilities are 
represented in a number of closed banks and 
the reopening of which has been approved 
by the state banking department. One of 
these is the Security Home Trust Company 
of Toledo, which had $27,000,000 deposits 
when it closed in September, 1931. ‘The de- 
partment has also sanctioned the reopening 
of the Ohio Savings Bank and Trust Com- 
pany which had deposits of $50,000,000 when 
it suspended and was the largest bank to be 
closed in Ohio. Other institutions which 
have recently reopened or scheduled to re- 
sume business soon, are the Union Savings 
and Trust Company of Warren, which re- 
opened October 31; Minerva Savings Bank 
and Trust Company, Union Savings Bank 
and Trust Company of Steubenville; Ohio 
Merchants Trust Company of Massillon; Niles 
Trust Company of Niles and others. Another 
recent reopening was that of the George 
D. Harter Bank of Canton. Eleven bank 
reopenings thus far this year represent re- 
sources of $65,000,000. 


A. F. Reed, formerly with the Cleveland 
Trust Company, has become executive vice- 
president for the reorganized Union Savings 
& Trust Company at Warren, Ohio. 

Augustus C. Bing, manager of the real 
estate department of the Fifth-Third Union 
Trust Company of Cincinnati, Ohio, is re- 
tiring after 35 years’ service. 

George A. Coulton, vice-chairman of the 
board of the Union Trust Company, Cleve- 
land, has ‘been elected chairman of Group 9 
of the Ohio Bankers Association. 


G. E. Graf recently assumed his duties as 
assistant cashier and trust officer of the 
City Savings Bank and Trust Company of 
Alliance, Ohio. 

The Central Trust Company of Cincinnati 
reports resources of $64,075,000 and deposits 
$54,613,000. 
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Los Angeles 


Special Correspondence 


DEFEAT OF INITIATIVE MEASURE TO 
ABOLISH TRUST DEED 


At the recent general election the initiative 
measure No. 3, which was advocated by a 
group of lawyers and designed to abolish 
the use of the trust deed in California, was 
overwhelmingly defeated. This favorable re- 
sult in defeating one of the most injurious 
steps ever proposed and as affecting real es- 
tate and borrowers as well as home owners 
and builders, was largely due to the vigorous 
opposition waged by bankers, trust company 
people, real estate interests and numerous 
representative bodies. Credit is especially 
due to President J. F. Sullivan of the Cali- 
fornia Bankers Association in urging upon 
all members and others to prevent the sanc- 
tioning of the initiative measure. 

The proposal to abolish trust deeds pro- 
vided, 1, That all encumbrances upon real 
property, whether in the form of mortgages, 
contracts or trust deeds must be foreclosed 
by an action in court. (Both the borrower 
and the lender are prohibited from making 
any other arrangement to avoid court costs, 
attorney’s fees and court delays); 2, That in 
all cases there shall exist a year’s period for 
redemption after sale, including a sale under 
corporate bond issues. (Both the lender and 
the borrower are prohibited from waiving 
this provision irrespective of the circum- 
stances;) 3, That all rights of a lender in the 
property mortgaged can be enforced only by 
proceedings in court. 

At the coming legislative session there will 
doubtless be submitted a number of amend- 
ments to the existing trust deed law. 


W. H. Thomson, executive vice-president, 
California Bank of Los Angeles, announces 
the transfer of George M. Keffer from the 
management of the Reseda branch to assist- 
ant manager of the Hollywood office as as- 
sistant to B. B. Odell, junior vice-president in 
charge of that office, and the transfer to Re- 
seda from North Hollywood of H. L. Cady. 
At the same time J. M. Quinn of the Holly- 
wood branch, was transferred to the head 
office. 


At the recent annual convention of the 
American Bankers Association in Los Angeles 
the savings bank division proposed as its 
candidate in 1934 for the second vice-presi- 
dency of the association, W. R. Morehouse, 
vice-president of the Security-First National 
Bank of Los Angeles. 


INCREASING RELIANCE ON CORPORATE 
FIDUCIARIES 

Trust administration has maintained such 
a clean slate in California, free from any 
loss through bank failures, mismanagement 
or malfeasance, that it is not surprising to 
be able to record steady increase in volume 
of trust business. Whatever handicaps the 
current business and economic conditions 
might impose upon banking and investment 
activities, the trust departments of Los 
Angeles trust companies and banks and that 
applies as well to all California institutions, 
are privileged to register substantial gains in 
new trust appointments. Particularly gratify- 
ing is the increase in living and insurance 
trust agreements as well as agency or custo- 
dian accounts. 

Among the trust companies and banks ac- 
tively developing trust business in Los An- 
geles and Southern California which report 
large gain in trust business may be mentioned 
the Security-First National Bank which reg- 
isters an increase during September of 180 
per cent over the previous month; the Cali- 
fornia Trust Company which has acquired a 
far reaching reputation for highly efficient 
fiduciary administration; the Citizens Na- 
tional Trust and Savings Bank; the Union 
Bank and Trust Company, the Title Insur- 
ance and Trust Company and the Title Guar- 
antee and Trust Company. The same grati- 
fying reports of activity in trust work and 
new business comes from the local and 
branch offices of the Bank of America, which 
has its main office in San Francisco and con- 
ducts trust business on a state-wide basis 
through its numerous branches. 


PROMOTIONS AND APPOINTMENTS AT 
SECURITY-FIRST NATIONAL 

A number of promotions and official changes 
have been noted at the Security-First Nation- 
al Bank of Los Angeles. Thomas B. Williams 
has been appointed assistant trust officer, 
concurrently with his appointment as manag- 
er of personnel and office operations for the 
head office trust department, Rossell R. Lee, 
formerly of the head office trust department, 
has been promoted to assistant trust officer of 
the Long Beach branch. Paul K. Yost, vice- 
president for the past two years in the com- 
mercial loan department at First National 
office, has been transferred to the head office 
in charge of the business extension depart- 
ment. 


Trust literature distributed by Los Angeles 
trust companies and banks lays stress upon 
the advisability of revising wills. 
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San Francisco 


Special Correspondence 


PROSPECTS FOR BRANCH, BANKING 

Expressing a confident conviction as to 
the future of American business and discus- 
sing the prospects as to branch banking. A 
P. Giannini, chairman of the board of the 
Bank of America, N. T. & S. A., has the fol- 
lowing to say: “There are encouraging signs 
that the country is on the road to recovery. 
Bankers must now turn from the problems 
of the depression to meet the problems of the 
reconstruction. 

“It has taken a depression to demonstrate, 
as never before, the value of branch bank- 
ing and the next Congress will undoubtedly 
enact the legislation necessary to permit an 
extension of branch banking through the na- 
tional system. Whether we are to have state- 
wide branch banking or branch banking in 
specified trade areas will be discussed by our 
national law makers. But this much is cer- 
tain—whatever Congress decides at this time 
will be only a step in the development of na- 
tionwide branch banking. The American 
people, with the experience of the Canadian 
and English banks, as well as of our own 
branch banks, so impressively before them, 
are demanding the benefits of this tested 


banking development. 

“IT believe that the soundness of California 
banking and the stability of its economic in- 
stitutions is in no small measure due to the 
development of branch banking in this state. 


The branch bank, with- its diversified re- 
sources and wide distribution of risks, in- 
creases safety and at the same time mobilizes 
the entire resources of the area served. 
Branch banking has been opposed by many 
based upon the belief that it would tend to 
centralize the control of credit in a few hands 
whereas quite the contrary is the case.” 


PACIFIC COAST BANKING RESOURCES 
OVER FIVE BILLIONS 

A survey recently completed by the Bank 
of America shows that approximately one 
thousand banks and trust companies operat- 
ing in the Pacific West have command of over 
five billions of resources. It is significant of 
the improved aspect in business as well as 
banking operations that deposits during the 
third quarter of the present year reveal a 
substantial gain and as contrasted with pre- 
vious declining tendencies. Savings deposits 
represent an important item in these in- 
creases. 

California has been remarkably free from 
bank failures or troubles. That may be re- 


garded as a feather in the cap of state-wide 
branch banking facilities. In any event it 
testifies to the able and high quality manage- 
ment of California banks and trust compan- 
ies, whether belonging to the branch bank- 
ing or unit classification. In other Pacific 
West states there have been more or less se- 
rious visitations of bank failures. It is 
worthy of emphasis, however, that the num- 
ber of closed banks which are resuming busi- 
ness under solvent auspices, is steadily in- 
ereasing. Eight banks in southern Idaho and 
eastern Oregon recently reopened for busi- 
ness within one week making available $10,- 
000,000 to depositors. 


R. D. Brigham, vice-president of the Anglo 
California National Bank, presided at the re- 
cent Fall meeting of the San Francisco group 
of the California Bankers Association. 


It is evidence of the potential force of well 
directed advertising that the Bank of Ameri- 
ca gained over fifty million in deposits dur- 
ing the recent aggressive and state-wide cam- 
paign conducted under the management of 
Peter Michelsen, advertising manager of the 
bank. 


The California National Bank of Sacra- 
mento, Cal. is celebrating its 82nd anniver- 
sary. 


Stuart O’MELVENY 


First Vice-president, Title Insurance and Trust Company, 
Los Angeles, who has been elected President of the Amer- 
ican Title Association 





